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2007 2006
oobDoo oooood Changes
HK$’m HK$'m oo
oooo oooo %
Profit Attributable to Equity oooooooo
Holders of the Company oooo 323 495 (35%)
Total Assets oooo 6,381 6,869 (7%)
Equity Attributable to Equity oooooooo
Holders of the Company oooo 5,006 4,591 9%
Cash & Bank Balances ooooooog 1,335 1,258 6%
Changes
Key Performance and ooooooooo HK$ HK$ og
Liquidity Indicators: oooao oo on %
Earnings Per Share ooog 0.177 0.278 (36%)
Net Assets Per Share (Note 1) oooooooooim 2.749 2.521 9%
P/E Ratio (Note 1) oo00ooitm 9.6 x 7.4 x 30%
Return on Capital Employed oo0oooooozo
(Note 2) 6.4% 10.8% (41%)
Return on Total Assets (Note 3) 00000000030 5.1% 7.2% (29%)
Gearing Ratio (Note 4) 0o0oaoonan 12% 27% (566%)
Current Ratio (Note 5) ooaooooso 3.1x 1.8 x 72%
Interest Coverage (Note 6) oooooooooed 8.4 x 13.5 x (38%)
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Notes: ooo

1. Based on 1,820,709,611 shares issued and fully paid as at 31 1. JgooooooooooooooDoooo
December 2007 (2006: 1,820,709,611 shares) and the market O0o0oo1i,820,709611 0O 0 O0OO0O
closing price of HK$1.70 (2006:HK$2.05) per share. 1,820,709 6110 00 000 0O0OA1.700 O

oopooooozos00M@moboOonOn

2. Calculated as profit attributable to equity holders of the 2. gooooDbODbObObODoODoODODODODDDODOD
Company over equity attributable to equity holders of the go0o0ooo0ooooooon
Company.

3. Calculated as profit attributable to equity holders of the 3. Oo0ooooDooOoODoOoooODoOOoODoODoODODOO
Company over total assets. opooo

4. Calculated as total borrowings over equity attributable to 4, gooooooooooooooDoooo
equity holders of the Company. ooooo

5. Calculated as current assets over current liabilities. 5. goooboboooooboooo

6. Calculated as profit before finance costs and taxation over 6. gooooDbODbObObODoODoODODODODDDODOD
finance costs (excluding the notional interest portion in respect 0ooodooooooooooooomao
of convertible notes). ooo
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The Group’s profit after tax for the year ended 31 December
2007 has decreased by HK$181,666,000 to HK$323,831,000
(2006: HK$505,497,000), representing a decrease of
approximately 36%. Earnings per share has decreased by
HK$0.101 to HK$0.177 (2006: HK$0.278), also representing
a decrease of 36%.

The reasons for the decrease in profit after tax was due to
the changes in the major sources of income which combined
effect is to decrease the year’s profit after tax. The changes

are discussed in the following paragraphs:

During the year, realised gain from securities trading has
decreased by HK$201,357,000 to HK$11,341,000 (2006:
HK$212,698,000). The performance of the stock market
in 2005 and 2006 was good in the sense that there was
a prolonged continuous growth in term of both market
trading volume and stock trading prices. In addition,
there were relatively more quality new IPOs of large state-
owned corporations. The Group was able to take benefit of
those IPO investment opportunities and managed to earn
considerable profits in a few number of the IPOs. However,
the stock market was highly volatile and was unpredictable
in 2007. Therefore, the Group significantly reduced its
investment in IPOs shares which has resulted in a significant
decrease in the profit contribution from securities trading.

During the year, the fair value of the Group’s investment
properties has decreased by HK$44,254,000 which was
recognised as a loss whereas in the last year, the fair
value of the Group’s investment properties had increased
by HK$89,927,000 which was recognised as a gain. The
net impact of these changes in fair values of investment
properties has the effect of reducing the current year’s profit
after tax by HK$134,181,000.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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The disposal of the Cinda Portfolio was completed in the
year. Due to the reason that the total amount of actual cash
recovered differs from that was projected and the adoption
of the amortised cost method in accounting for the interest
income from the interest in distressed assets has the effect
of accelerating the recognition of more interest income
in the early stages. Therefore, at the completion of the
disposal, the carrying balance of unamortized interest in
the Cinda Portfolio was written off and an impairment loss
amounting to HK$80,248,000 was thus recognised. During
the year, the newly acquired Orient Portfolio has contributed
HK$100,220,000 profit to the Group which amount
exceeded and compensated the decrease in the amount of
HK$70,534,000 in interest from the Cinda Portfolio.

Other one-off income such as the disposal of the
Tongjitang ADSs upon its initial listing and the disposal
of the subsidiaries engaged in property development
has generated gain amounting to HK$38,643,000 and
HK$48,499,000 respectively in the current year. After
deducting the impairment loss on goodwill amounting to
HK$26,524,000 in aggregate which was made as a result
of the impairment testing based on the subsidiary’s future
operations and the discount, which was recognised as
income, of HK$24,742,000 in the last year in respect of the
acquisition of the remaining 4.11% equity interest in Beijing
East Gate, the net effect of the aforesaid was to increase
profit after tax by HK$35,876,000.

Due to the reason that the cumulative appreciation of
Renminbi (“RMB”) in the recent years is significant and the
Group has strategically maintained a lot of RMB monetary
assets, as a result, the Group has recognised a significant
net exchange gain in the year. Net exchange gain for the
year ended 31 December 2007 has increased significantly by
HK$142,530,000 to HK$147,380,000 (2006: HK$4,850,000).

gobooooooobboooboooon
gooooooogoobobooooooboo
gboooobooooobooboooooon
gooooooogoobobooooooboo
gobooooooobooooooon
gooooooogoobobooooooboo
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00 t100,220,0000 0000000000
ooooooboooboooro,534,0000
gooooo
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ooooooooo411%0O0000000
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oooooobooobooss,876,0000
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MANAGING DIRECTOR’S STATEMENT EE#AKIERE

Review of Results
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Property Investments, Development and Management

For the year ended 31 December 2007, rental income from
leasing of investment properties decreased by 27% to
HK$30.7 million (2006: HK$42.2 million). The main reason
for the decrease in rental income was due to the disposal
of all the investment properties located in Hong Kong at the
beginning of 2007 and an investment property located in
the PRC in the second half year of 2007. The Group’s main

Annual Report 2007 0O O



Property Investments, Development and Management
(Continued)

The Group invested in the re-development of the Tong Zhou
District in Beijing through its 22.62% owned associate 0 0 O
gooooooooooo.

The re-development project was named “Zi You Xiao
Zhen”, which has a site area and gross development area
of 320,000 square metres and 830,000 square metres
respectively. The construction works of the “Zi You Xiao
Zhen” project has commenced during the year. According to
the current development plan, the “Zi You Xiao Zhen” project
will be developed by four phases in four years’ time.

As at 31 December 2007, The Group has invested
approximately HK$484.0 million in aggregate in the “Zi You
Xiao Zhen” project.

During the year, due to the holding of the coming Olympic
Games in Beijing in August 2008, the municipal government
discourages the commencement of construction works of
new and large scale property development. In this regard,
the Group suspended the “Si He Yuan” project and wait
until the completion of the Olympic Games. The Group will
resume the construction works soonest possible.

Cinda Jianrun

On 17 December 2007, the Group entered into a conditional
agreement with three wholly owned subsidiaries of China
Cinda Assets Management Corporation for the establishment
of Cinda Jianrun Property Company Limited (“Cinda
Jianrun”) for the purpose of investing in the PRC property
market. The registered capital of Cinda Jianrun is RMB1.0
billion (equivalent to HK$1.1 billion) of which RMB300.0
million (equivalent to HK$333.3 million) registered capital will
be contributed by the Group, representing 30% of the equity
interest.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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Property Investments, Development and Management
(Continued)

Cinda Jianrun (Continued)

Cinda Jianrun engages in the business of property
development and operation, property management and
property consultation in the PRC.

The investment in Cinda Jianrun constituted a connected
transaction of the Group. And the Group has obtained
approval from the Company’s independent shareholders for

the transaction on 25 January 2008.

Infrastructure Investments

During the year, profit contribution from CIl decreased by
28% to HK$54.8 million (2006: HK$76.2 million). The reason
for the decrease in profit contribution was mainly due to
lack of toll fee income from road and bridge project as a
result of disposal of those projects in the previous years,
particularly in the last year, the disposal of the entire interest
in the Jiangxi #320 State-road project had generated a
one-off profit of HK$40.2 million. In addition, due to fierce
competition, Cll expects that the road project in the Zhoukou
City of the Henan Province will incur operating loss in the
coming few years. In this regard, an impairment loss of
approximately HK$46.1 million in respect of the project
was recognised in the year. During the year, ClIlI utilized its
working capital efficiently to invest in short and medium term
financial investments and succeeded in raising its interest
and investment income, which has partially compensated

the decrease in profit due to the aforesaid reasons.

Cll is currently holding only two small road and bridge
projects, with a total carrying value of approximately
HK$85.5 million.

gooboooooowoo

ooormoon

gobooooooooboooooboobooo
gooooooboooobo

gooooooooobooooboboooo
goooooooooboboooooon
gooogoooooooo

gooooo

ooooooDoooOob0ODaswnd
54,800,0000 IO O OO O O76,200,000
gbmooboooobooooonn
goobooooboboooboboooo
gooooobbbooooooooboo
oo ooboooboooboboog
40,200,000 00 DO0O0OOOOOOOCOO
goooobooooobooooogooo
goooobooooobooooooon
ooobO0oooobObOO0o0oDao 46,100,000
goooboobooboooooboooooon
gooooooogoobobooooooo
goooboooooboboooooboan
oo

goboooooooobobooooobooboon
oobOO0oob0O00o0ooOooasss00,0000
od

Annual Report 2007 0O O






Property Investments, Development and Management
(Continued)

Petrochemical projects(Continued)

In order to seize the business opportunities brought about
by the ever increasing demand for petrochemical products
in the PRC, CIl has planned to change its business scope
to concentrate its investment in the development of its
petrochemical product business. In this regard, the Natural
Gas Projects will be disposed of in addition to the two road
and bridge projects.

Cll has already entered into a conditional agreement with a
potential buyer to dispose of the entire interest in the Natural
Gas Projects at a total consideration of RMB300,000,000.
The relevant documents in respect of the disposal has been
submitted to the relevant government department for its
approval. The disposal will be completed upon obtaining the

approval.

Financial Investments

Distressed Assets Business

The Cinda Portfolio

The disposal of the Cinda Portfolio has been completed
in the year. Due to the fact that the actual amount of cash
recovered from the Cinda Portfolio was less than the
expected one and the amortised cost method adopted for
the accounting of the distressed assets has the effect of
accelerating the recognition of larger amount of interest
income in the early stages of investment. Upon completion,
the unamortized interest in distressed assets was written off
as an impairment loss amounting to HK$80,248,000 for the

year.
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Financial Investments (Continued)

Distressed Assets Business (Continued)

The Cinda Portfolio (Continued)

To summarise the disposal result, the disposal of the
entire RMB56.9 billion principal amount of the Cinda
Portfolio has recovered cash amounting to approximately
RMB1,539,749,000 in aggregate. The effective cash recovery
rate was approximately 2.7% which is lower than the
originally expected cash recovery rate of 3.0%.

The Group has received RMB1,272.0 million (equivalent to
HK$1,413.3 million) cash from the disposal of the Cinda
Portfolio of which an amount of RMB120.3 million (equivalent
to HK$128.7 million) represent the accrued PRC enterprise
tax payable. After deducting the Group’s acquisition cost of
RMB853.3 million (equivalent to HK$948.1 million), the net
cash return is RMB298.4 million (equivalent to HK$336.5
million). In term of absolute cash flow, the profit rate is 35%

as a whole.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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Financial Investments (Continued)

Distressed Assets Business (Continued)

The Huarong Portfolio

The Group acquired a portfolio of distressed assets with
a total principal amount of RMB36.4 billion (equivalent to
approximately HK$35.0 billion) including booked interest
(“The Huarong Portfolio”) from China Huarong Asset
Management Corporation at a total consideration of
RMB546.6 million (equivalent to approximately HK$526.6
million at that time) in January 2006. The Huarong Portfolio
comprises a total of 11,126 borrowers located in a total
of 27 provinces, directly administrated municipalities and
autonomies in the PRC. Originally, the Group has set a
target to complete the disposal of the Huarong Portfolio in
two years’ time and accordingly appointed China Huarong
to manage and to dispose of the Huarong Portfolio at its
absolute discretion. Due to various reasons, the disposal
of the Huarong Portfolio was not completed within the
budgeted time. Therefore, the Group has revised the
agreement with China Huarong and extended the deadline
to 30 June 2008.

The progress of the disposal of the Huarong Portfolio was
unsatisfactory during the year. Up to 31 December 2007,
the cumulative principal amount of distressed assets in the
Huarong Portfolio that has been disposed was approximately
HK$23.4 billion, representing approximately 63% of the total
principal amount of the Huarong Portfolio. The cumulative
cash recovered was approximately HK$473.0 million. The

effective cash recovery rate was approximately 2.0%.
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MANAGING DIRECTOR’S STATEMENT ES#AKIERE

Business Review & Prospects (Continued)
Financial Investments (Continued)
Distressed Assets Business (Continued)

The Huarong Portfolio (Continued)

The principal amount of distressed assets disposed of
during the year was approximately HK$16.7 billion. The cash
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Financial Investments (Continued)

Distressed Assets Business (Continued)

The Orient Portfolio

During the year, the Group acquired from China Orient Asset
Management Corporation (“China Orient”) a 46.17% interest
in a portfolio of distressed assets with an outstanding
principal amount of RMB21.3 billion at a consideration of
RMB319,700,000 (equivalent to HK$321,700,000 at that
time). The interest was simultaneously injected to Dongxin
Union Asset Management Corporation Limited (“Dongxin
Union”). Dongxin Union was a newly incorporated equity
joint venture set up for the sole purpose of holding and
disposing of the Orient Portfolio. Its term of business license
was three years up to 21 January 2010. The remaining
53.83% equity interest in Dongxin Union was held by China
Orient. The Group expects that disposal of the Orient
Portfolio will be completed in two to three years’ time.

For the year ended 31 December 2007, the Orient Portfolio
has contributed approximately HK$100,220,000 profit to
the Group. In addition, the Group received approximately
RMB211.8 million (equivalent to approximately HK$216.9
million) in cash from the Orient Portfolio recoveries.
The cumulative cash recoveries of the Orient Portfolio
was RMB377,500,000 (equivalent to HK$419,400,000),
representing a recovery rate of 1.8%.
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Financial Investments (Continued)

Distressed Assets Business (Continued)

Tongjitang

The Group has invested RMB100.0 million (equivalent to
approximately HK$96.1 million at that time) to acquire a
Chinese medicine manufacturer, which has subsequently
restructured into Tongjitang China Medicines Company
(“Tongjitang”). Tongjitang succeeded in getting a listing on
the New York Stock Exchange on 16 March 2007 through
the issuance of American Depository Shares (“ADS”). The
initial offer price of each ADS is USD10.0. At initial offer,
the Group sold 625,000 ADSs and recognized a profit of
approximately HK$26.5 million. After the disposal, the Group
is still holding 2,086,000 ADSs, which market value as at 31
December 2007 is approximately USD20.5 million (equivalent
to approximately HK$160.3 million) with an unrealised
holding gain of approximately HK$86.1 million.

Subsequent to the balance sheet date, two senior executives
of Tongjitang have made offer to acquire all the outstanding
ADSs of Tongjitang at a consideration of USD10.25 each
for the purpose of privatizing Tongjitang. If the privatization
of Tongjitang was concluded, the Group will realize
approximately HK$166.8 million funds and recognize a profit
of approximately HK$92.6 million upon the privatization of
Tongijitang.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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The Group will allocate its investments on a reasonable
and balanced basis in three core-businesses: properties
investment and development, infrastructure investments and
financial investments.

As for infrastructure investment, the Directors will direct
Cll to change its business scope and gradually commits
more resources to invest in and develop the petrochemical
projects.

As for property investment and development, the Group will
develop its business through Cinda Jianrun and to create
more returns for the shareholders of the Company.

The Directors are of the view that the recent macro economic
measures imposed by the PRC Government will have a long-
term effect of creating a stable and healthy market economy
for the PRC. In the opinion of the Directors, those measures
will not have significant adverse effect on the Group’s
business for the time being. However, the Directors will
closely monitor the issue and will take appropriate actions
should these measures be further extended and raised.
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Exchange Exposure

At the balance sheet date, the Group had a USD
denominated convertible note in the amount of USD52.5
million(equivalent to HK$409.5 million). As HKD is pegged to
USD and such currency peg is unlikely to be broken in the
foreseeable future. In this regard, the Directors believe that
exposure to exchange rate fluctuations in respect of USD will

not have material adverse effect on the Group.

Except for the above, the Group’s principal assets, liabilities,
revenue and payments are denominated in HKD and RMB.
The continuous appreciation of RMB exchange rate in the
recent years has a cumulative effect of causing the RMB to
appreciate by approximately 20%. The Group was benefited
from this RMB appreciation and recognised a net exchange
gain of approximately HK$147.4 million in 2007. The Directors
expect that RMB exchange rate will appreciate gradually
in the next few years and the Group will be benefited from
RMB appreciation. The Directors do not anticipate that
there is any material exchange exposure in respect of other

currencies.
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Working Capital & Borrowings

The Group’s total borrowings excluding the convertible note
at the balance sheet date amounted to HK$237.9 million
of which HK$233.3 million was short-term bank loan and
a temporary overdraft which was repaid after the balance
sheet date. The remaining was long-term mortgage loan.
Over 90% of the short-term bank loan was represented by
the working capital loan utilized by Beijing East Gate and the
remaining was the current portion of a long-term mortgage
loan and a temporary overdraft which was repaid after the
balance sheet date.

Interest rate for the short-term bank loan was charged
at floating rate and the prevailing applicable interest rate
was 6.723% per annum. The interest rate for the long-
term mortgage loan was charged at floating rate and the
prevailing applicable interest rate was 4.375% per annum.
The Group also has a long-term convertible note with a total
outstanding amount of approximately HK$382.7 million. If
the convertible note is not converted, the Group is required
to repay it in full in November 2009.

At the balance sheet date, the cash and bank balances
including the restricted bank balance amounted to
HK$1,334.7 million in aggregate. In addition, the Group has
net current assets in the amount of HK$1,828.9 million at
the balance sheet date. Moreover, the Group has unutilized
banking facilities in the amount of HK$806.2 million. In this
regard, the directors are confident that working capital of the
Group is adequate for daily operations and the Group has a
sound and good financial position.

At the balance sheet date, the Gearing Ratio and Current
Ratio of the Group were 12% (2006: 27%) and 3.1x (2006:
1.8x) respectively.
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Capital Structure

As at 31 December 2007, the shareholders’ fund of the
Group was HK$5,006,027,000, representing an increase
of HK$415,386,000 or 9.0% increment from that as at 31
December 2006.

During the year, the Company paid HK$127,450,000 to
shareholders of the Company as final dividend for the year
ended 31 December 2006, which has an effect of reducing
the overall capital.

Human Resources

As at 31 December 2007, the Group employed approximately
1,400 employees in Hong Kong and in the PRC. The Group
offers its employees competitive remuneration packages,
which are consistent with the prevailing market practice. The
Group’s remuneration policies remain unchanged during the
current year. Total staff costs for the current year increased
slightly by 2.1% to HK$72.2 million (2006: HK$70.7 million).

On behalf of the Directors, | would like to express my
appreciation and gratitude to our shareholders for their
supports and all the Group’s employees for their hard
working and dedication in carrying out their duties and in
achieving the Group’s business goal.

By order of the Board of
Silver Grant International Industries Limited

Gao Jian Min
Managing Director

Hong Kong, 22 April 2008
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Gao Jian Min Managing Director

Mr. Gao, aged 49, was appointed Director and Managing
Director of the Company on 22 June 1993. Mr. Gao is also
directors of various Group companies. Mr. Gao is also a
director of Jiangxi Copper Co., Ltd (Stock Code: 358) and
Qingling Motors. Co. Ltd. (Stock Code: 1122), the H shares
of both companies are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). He is also the
managing director of Pacific Economies Development Corp.
He graduated from Qing Hua University with a Bachelor
Degree in engineering. He has over 15 years’ experience in

property investment and development.

Liu Tianni Deputy Managing Director

Mr. Liu, aged 44, was appointed executive director of the
Company on 26 May 2001. Mr. Liu is also the director of
several Group companies. He graduated from Beijing Normal
University with a Master Degree in Science. He has over
10 years’ experience in corporate administration and trade
businesses.

Gu Jianguo

Mr. Gu, aged 46, was appointed director of the Company
on 25 May 1999. Mr. Gu previously worked with China
Construction Bank and China Cinda Trust & Investment
Corporation. He graduated from Zhejiang University with
a Bachelor Degree in Engineering, a Master Degree and a
Ph. D Degree in Economics. He has over 20 years’
experiences in commercial and investment banking, business

management, and financial accounting and management.
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Tang Baoqi

Mr. Tang, aged 49, was appointed executive director of the
Company on 14 March 2008. Mr. Tang is a senior economist.
He obtained his Bachelor Degree in Economics from the
Hubei School of Finance and Economics 0O OO0O0O in
1983. From 1983 to 1999, he worked in the head quarter
of China Construction Bank and was responsible for credit
administration. From 1999 to 2000, he worked in China
Cinda Asset Management Corporation (“China Cinda”), a
substantial shareholder of the Company and was responsible
for the management of debt assets. At present, Mr. Tang is
the Financial Controller of Well Kent International Holdings
Co Ltd (“Well Kent”) which is a wholly owned subsidiary of
China Cinda and is in charge of the management of debt
assets and financial management. Mr. Tang has over 15

years’ experience in banking and finance.

Chow Kwok Wai

Mr. Chow, aged 41, is one of the Deputy General Managers
and is the Qualified Accountant of the Company. He is
responsible for the finance and accounting matters of the
Group. Mr. Chow joined the Company in October 1993
and was appointed executive director of the Company on
20 April 2004. Mr. Chow has worked in Price Waterhouse,
which is now known as PriceWaterhouseCoopers and
has accumulated valuable audit experience there. Mr.
Chow received his Bachelor Degree in Social Sciences
from the University of Hong Kong in 1990. Mr. Chow is a
Fellow Member of the Association of Chartered Certified
Accountants and a Fellow CPA of the Hong Kong Institute
of Certified Public Accountants. Mr. Chow has over 15
years’ experience in accounting, financial management and
corporate finance. Mr. Chow is also an independent non-
executive director of Lijun International Pharmaceutical
(Holding) Co., Ltd. (Stock Code: 2005) which H shares are
listed on the Stock Exchange.
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Chen Xiaozhou Chairman

Mr. Chen, aged 46, was appointed executive director of
the Company and was elected Chairman of the board on
13 February 2006. He was redesignated as non-executive
director of the Company on 1 September, 2006. He has
been the Vice President of China Cinda, a substantial
shareholder of the Company since February, 2003. Mr.
Chen obtained his Master Degree in Economics from the
Research Institute of the People’s Bank of China in 1988
and obtained his Master Degree in Commerce from the
University of New South Wales, Australia in 2003. From April
1997 to April, 1999, he was the Deputy General Manager
of Sales Department of Head Office of China Construction
Bank. From April, 1999 to September, 2000, Mr. Chen was
the supervisor of Investment Banking Department of China
Cinda. From September, 2000 to February, 2003, Mr. Chen
was the Assistant to President of China Cinda. Mr. Chen has
over 18 years experience in banking and finance sectors.
During the period from 7 June 2004 to 27 March 2005, Mr.
Chen was a non-executive director of Aluminum Corporation
of China Limited (Stock Code: 2600), the H shares of which
are listed on the Stock Exchange and the New York Stock
Exchange, Inc.
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Kang Dian

Mr. Kang, aged 59, was appointed independent non-
executive director of the Company on 8 May 1998. He is
presently a director of Springridge Investment Management
Limited, which is principally engaged in the provision of
consulting and management services and is the chairman
of the supervisory committee of Shenzhen Development
Bank. Mr. Kang graduated from Beijing Institute of Iron and
Steel Engineering (now known as the University of Science
& Technology of Beijing) in the PRC, with a Bachelor Degree
majoring in Engineering in 1982. In 1984, he graduated from
the Graduate School of Academy of Social Science of China
in the PRC and obtained a Master Degree in Economics.
Mr. Kang was the director and vice-president of Guangdong
Enterprise (Holdings) Limited, a holding company of a
conglomerate group, from 1994 to 2000. From 1990 to 1994,
Mr. Kang was the vice-president of China National Packing
Co.. From 1987 to 1990, Mr. Kang was the vice-president of
China Agribusiness Trust & Investment Co.. Mr. Kang is also
the Consultant to the Finance & Securities Commission of
All China Lawyers Association since 1996. Mr. Kang is also
an independent non-executive director of BYD Company
Limited (Stock Code: 1211) which H shares are listed on the
Stock Exchange.

Zhang Lu

Mr. Zhang, aged 56, is an independent non-executive
director of the Company and was appointed since 4 May
2000. Mr. Zhang was the ex-executive vice president and
treasurer of Citic Ka Wah Bank Limited, responsible for
both the Treasury and International Buisness. He previously
worked for Bank of China and Citic Industrial Bank. Mr.
Zhang graduated from Szechuan Institute of Foreign
Languages. He has engaged in the banking business for

over 30 years.
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Hung Muk Ming

Mr. Hung, aged 43, was appointed independent non-
executive director of the Company on 23 December 2004.
Mr. Hung is a Certified Public Accountant (Practicing) and is
a Fellow CPA of the Hong Kong Institute of Certified Public
Accountants. He is also a fellow member of the Chartered
Association of Certified Accountants and a member of the



Kwok Chung Lun

Mr. Kwok, aged 53, joined the Company in July 1995.
Mr. Kwok is the managing director of Beijing East Gate
Development Co., Ltd. (“Beijing East Gate”), which is a



The Company is committed to maintaining and ensuring a
standard of corporate governance that is consistent with
market practices. The Company has applied the principles
and complied with all the applicable code provisions of
the Code on Corporate Governance Practices (“Code”) as
set out in Appendix 14 of the Rules Governing the Listing
of Securities (“Listing Rules”) on the Stock Exchange of
Hong Kong Limited (“Stock Exchange”) for the year ended
31 December 2007 except for Code provision E.1.2. Code
provision E.1.2 stipulates that the Chairman of the board
should attend the annual general meeting. The Chairman
of the board was out of town and did not attend the annual
general meeting of the Company held on 29 May 2007. The
Chairman will endeavor to attend all future annual general
meetings of the Company unless unexpected or special
circumstances preventing him from doing so.

The Company will continuously review and improve its
corporate governance practices to ensure that business
activities and decision-making processes are regulated in a

proper and prudent manner.

The following summarizes the Company’s key corporate

governance practices.

The board of directors (the “Board”), led by the Chairman,
steers the Group’s business direction. The management,
led by the Managing Director, which is also the Chief
Executive Officer of the Group, is responsible for the Group’s
management and operations. The division of responsibilities
between the Chairman and the Managing Director are clearly
established and set out in writing. The role of the Chairman
and the Managing Director are separated and are performed
by different persons to avoid concentration of authorities to

one single person.
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The Board is responsible for formulating the Group’s long-
term strategies, setting business development goals,
assessing the results of management policies, monitoring
management’s performance and ensuring the existence
of an effective internal control system. The independent
non-executive directors serve the important function of
ensuring and monitoring the basis for an effective corporate
governance framework.

The current Board of the Company comprises five
executive directors, three non-executive directors and three
independent non-executive directors which composition is
set out in the section headed Corporation Information on
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The Board considers that each independent non-executive
director is independent in character and judgment and that
they all meet the specific independence criteria as required
by the Listing Rules. The Company has received from each
independent non-executive director an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing
Rules. In addition, the independent non-executive directors
are explicitly identified in all corporate communications.

All directors are regularly updated on governance and
regulatory matters. There is an established procedure for
directors to obtain independent professional advice, which
expenditure will be borne by the Company, in the furtherance
of their duties.

The full board will meet regularly and at least four times
throughout a year to review the overall strategy and to
monitor the operation as well as the financial performance
of the Group. Notice of at least 14 days will be given to all
directors for all full board meetings and the directors can
include matters for discussion in the agenda if necessary.
Agenda and the accompanying board papers in respect of
full board meetings are sent out in full to all directors no less
than three days before the meeting. Minutes of full board
meetings and meetings of board committee are properly
kept and all directors have access to board papers and the
related materials.
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During 2007, four full board meetings were held and the

attendance of each director is set out below:

Name of director

Number of meetings attended

goooooooooboboooooon
goobooooboooboooooo

Attendance rate

oooo gooooooon oo
Chen Xiaozhou 3 out of 4 75%
ooo goooooo
Hui Xiao Bing 3 out of 4 75%
ooao ogoooooo
Gao Jian Min 4 out of 4 100%
oono goooooaa
Liu Tianni 3 out of 4 75%
ooo goooooao
Gu Jianguo 4 out of 4 100%
ooo goooood
Chen Yongcun 4 out of 4 100%
oo goooood
Yuen Wing Shing 4 out of 4 100%
ooad goooooda
Chow Kwok Wai 4 out of 4 100%
ooao goooooad
Kang Dian 4 out of 4 100%
oo goooooaa
Zhang Lu 4 out of 4 100%
oo goooood
Hung Muk Ming 4 out of 4 100%
ooo goooood
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According to the Articles of Association of the Company, the
Board has the power to appoint any person as a director
either to fill a casual vacancy or as an addition to the Board.
All directors, including the Chairman, Vice Chairman and
Managing Director, shall retire by rotation at least once every
three years at annual general meetings and be eligible for re-
election.

All non-executive directors and independent non-executive
directors have been appointed for a specific term of service.
They are also subject to retirement by rotation and re-
election at the annual general meeting of the Company in
accordance with Article 101 of the Company’s Articles of
Association.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”)
as set out in Appendix 10 of the Listing Rules as the code
of conducts for securities transactions by directors of the
Company. All the members of the Board have confirmed,
following specific enquiry by the Company, that they have
complied with the required standards set out in the Model
Code throughout the year ended 31 December 2007.

The Company has also adopted codes of conduct regarding
securities transactions by relevant employees (as defined
in the Code) on terms no less exacting than the required
standards set out in the Model Code.

The Company established an audit committee (the “Audit
Committee”) in 1999. The composition and professional
qualifications of the members of the Audit Committee
complies with the requirements under Rules 3.21 of the
Listing Rules. The Audit Committee has a written terms of

reference that conform to the provision of the Code.
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The current Audit Committee comprises three independent
non-executive directors, namely Mr. Kang Dian (Committee
Chairman), Mr. Zhang Lu and Mr. Hung Muk Ming. The
principal duties of the Audit Committee include the review
and supervision of the Group’s financial reporting system
and internal control procedures, review of the Group’s
financial information and review of the relationship with the
external auditors and the Company.

The Audit Committee meets at least two times each year
to review the reporting of financial and other information
to shareholders, the system of internal controls, risk
management and the effectiveness and objectivity of the
audit process. The Audit Committee also provides an
important link between the Board and the Company’s
external auditors in matters coming within the scope of its
terms of reference and keeps under review the independence
and objectivity of the external auditors.

The Group’s annual results for the year ended 31 December,
2007 have been reviewed by the Audit Committee.

The Audit Committee together with the Directors has
reviewed the internal control system of the Group and were
satisfied that it is operating effectively and is appropriate for
the Group for the time being.
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During the year, two Audit Committee meetings were held

and the attendance of each member is set out below:

gobooooooobbooooooon
gooogoooo

Name of director Number of meetings attended Attendance rate
oooo gooooooon ooao
Kang Dian 2 out of 2 100%
oo ogoooooo
Zhang Lu 2 out of 2 100%
oo goooooo
Hung Muk Ming 2 out of 2 100%
ooo ooooooo

The Company established a remuneration committee (the
(“Remuneration Committee”) in 2005 and adopted a written
terms of reference which conform to the provisions of the
Code. The current Remuneration Committee comprises two
independent non-executive directors namely, Mr. Kang Dian
(Committee Chairman) and Mr. Zhang Lu.

The principal duties of the Remuneration Committee are
to ensure that there is no director or any of his associates
involved in deciding his own remuneration and that the
Company has an equitable and competitive remuneration
policy to attract and retain talent persons to serve the
Company.

The Remuneration Committee did not hold any meeting

during the year.
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3. Share option

Share options to purchase shares in the Company
are granted to employees from time to time at the
discretion of the Board, in order to retain valuable
employees and to motivate future performance of the

employees.

Share options granted to individual employees are
determined with reference to their position, their
performance and their ability to contribute to the overall
success of the Group.

4. Other benefits

The Group offers other customary and/or mandatory
benefits to employees, such as statutory retirement
scheme, employee compensation and medical
insurance, paid annual leaves and child education
allowance, with reference to prevailing practices in

relevant jurisdictions.

The committee meets regularly to review the Company’s
human resources matters and remuneration policy. The
Remuneration Committee has reviewed and approved the
annual salary adjustments for year 2008 and the payment
of discretional performance bonus and the director fees
for the year ended 31 December 2007 after taking into
consideration the results of the Group, the performance of
the directors, the senior management and the individual

employee and the prevailing market practices.
There was no change in the members of the Board of

directors thoughout the whole year of 2007. No director has

ever forfeited any director fee during the year.
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Details of the emoluments paid to all directors are set out in
note 10 to the consolidated financial statements.

The Company currently does not have a nomination
committee. The Company will consider establishing a
nomination committee at appropriate time.

The Board has established a formal and transparent process
for the Company in the appointment of new directors and re-
nomination and re-election of directors at regular intervals.

Mr. Chen Yongcun resigned as executive director of
the Company on 27 February 2008 due to personal
commitments. At a board meeting held on 14 March 2008,
Mr. Tang Baoqi was appointed executive director of the
Company with effect from the same date.

The Group’s consolidated financial statements for the year
ended 31 December 2007, were audited by Deloitte Touche
Tohmatsu (“Deloitte”) at a total fees of HK$2.1 million. The
said audit fee was approved by the Audit Committee and
endorsed by the Board. In addition, the Group also paid fees
of not more than HK$0.50 million in aggregate to Deloitte for
the provision of taxation services during the year 2007.

The Audit Committee considers that the taxation services did
not (in terms of the nature of the services and the amount of
fees paid relative to the audit fees) affect the independence
of Deloitte.
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The Directors are responsible for the preparation of financial
statements for each financial period, which give a true
and fair view of the state of the affairs of the Group and
of the results and cash flow for that period. In preparing
the financial statements for the year ended 31 December
2007, the Directors have selected suitable accounting
policies and applied them consistently; adopted appropriate
Hong Kong Financial Reporting Standards and Hong Kong
Accounting Standards; made adjustments and estimates
that are prudent and reasonable; and have prepared the
consolidated financial statements on the going concern
basis. Up to the date of this report, the Directors are not
aware of any material uncertainties that will seriously affect
the going concern assumption of the Group.

The Directors are also responsible for keeping proper

accounting records, which disclose with reasonable
accuracy at any time the financial position of the Company.
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The Company endeavours to maintain a high level of
transparency in communicating with shareholders and
investors at large. In order to enhance the transparency of
shareholders’ voting in general meeting, separate resolutions
are proposed at the general meetings on each substantially
separate issue, including the election of individual directors
and those resolutions were voted on by poll. The Company
will engage external scrutineer to count the vote. The poll
voting results will be published on the Stock Exchange’s
website and on the Company’s website on the next following
business day. In addition, procedures for demanding a
voting by poll are laid down in the circular or annual report
to be despatched to shareholders. Moreover, at the general
meeting but before voting, the chairman of the meeting will
explain to shareholders their right to demand a voting by poll
and how to exercise such right.

The Company has maintained a website at
http://www.silvergrant.com.hk which enables shareholders,
investors and the general public to have an open access
to the information of the Company. Financial information
and all corporate communications of the Company are
made available on the Company’s website and are updated

regularly.

Shareholders who wish to raise any queries with the Board
may write to the Company Secretary at Suite 4901, 49/F,
Office Tower, Convention Plaza, 1 Harbour Road, Wanchai,
Hong Kong.
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DIRECTORS’ REPORT EE2#{ &

The Directors present their annual report and the audited
consolidated financial statements for the year ended 31
December 2007.

Principal Activities

The Company is an investment holding company and
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During the year, the Group and the Company revalued all
of its investment properties at 31 December 2007. The net
decrease in fair value of investment properties, which has
been debited directly to the consolidated income statement,
amounted to approximately HK$44,254,000.

Details of the valuation of properties and other movements of
the investment properties and property, plant and equipment
of the Group and of the Company during the year are set out
in notes 16 and 17 to the consolidated financial statements

respectively.

Details of the major investment properties of the Group at 31
December 2007 are set out in the section under “Summary

of Investment Properties” of this Annual Report.

Details of movements during the year in the share capital
of the Company are set out in note 39 to the consolidated
financial statements.

The Company’s reserves available for distribution to
shareholders as at 31 December 2007 comprised the
retained profits of approximately HK$417,368,000.
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The directors of the Company during the year and up to the
date of this report were:

Executive directors

Gao Jian Min (Managing Director)

Liu Tianni (Deputy Managing Director)
Gu Jianguo
Chen Yongcun (resigned on 27 February 2008)
Tang Baoqi (appointed on 14 March 2008)

Chow Kwok Wai

Non-executive directors

Chen Xiaozhou (Chairman)
Hui Xiao Bing (Vice Chairman)
Yuen Wing Shing

Independent non-executive directors

Kang Dian
Zhang Lu
Hung Muk Ming

The term of office of each director, including the non-
executive directors and independent non-executive directors,
is the period up to his retirement by rotation in accordance
with the Company’s Articles of Association.

In accordance with the provisions of the Company’s Articles
of Association, Messrs. Hui Xiao Bing, Gu Jianguo, Yuen
Wing Shing, Hung Muk Ming and Tang Baoqi retire at the
forthcoming annual general meeting, and they, being eligible,
offer themselves for re-election. The remaining directors
shall remain in office.
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At no time during the year was the Company or any of its
subsidiaries, a party to any arrangements to enable the
directors of the Company to acquire benefits by means of
the acquisition of shares in, or debenture of, the Company or
any other body corporate, and neither the directors nor the
chief executive nor any of their spouse or children under the
age of 18, had any right to subscribe for the securities of the
Company, or had exercised any such right.

Other than as disclosed in the section headed “Connected
Transaction” below, no contracts of significance 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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As at 31 December 2007, persons other than a director

or chief executive of the Company having interest in 5%

or more of the issued share capital of the Company as

recorded in the register required to be kept by the Company

under Section 336 of SFO were as follows:

Long positions in shares and underlying shares of the

Company as at 31 December 2007 are set out below:
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Percentage
of the issued

Name of substantial Number of Underlying Total share capital
shareholder Capacity ordinary shares shares interests oooooo
oooooo oo ooooooo oooo oooo ooooo
Silver Grant International Beneficial owner 146,912,022 — 146,912,022 8.07%
Holdings Limited ooooo (Note 1)
ooooo
China Cinda Asset Management  Interest of controlled 402,064,000 — 402,064,000 22.08%
Corporation corporation (Note 2)
oooooooooo ooooooo ooooo
Citigroup Inc. 23,230,000 shares as interest 43,171,000 138,813,559 181,984,559 10.00%
of controlled corporation, (Note 3)
19,941,000 shares as approved ooooo

lending agent and 138,813,559
underlying shares as interest of
controlled corporation

23,230,0000 000000000
19,941,0000 00000000
0138,813,6590 000000
ooooo
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Notes:

1. Messrs. Gao Jian Min and Liu Tianni, both of whom are
directors of the Company, each has a 30% interest in Silver
Grant International Holdings Limited as at 31 December 2007.

2. The following is a breakdown of the interests in shares
of the Company held by China Cinda Asset Management
Corporation:

Total interest in shares

oooooo
Name of controlled Name of Percentage
corporation controlling shareholder of control Direct interest  Indirect interest
oooooo oooooo ooooa oooo oooo
Well Kent International Investment ~ China Cinda Asset Management 100% — 402,064,000
Company Limited Corporation
ooooooooon ooooooooon
Catic Limited Well Kent International 100% 2,064,000 —
Investment Company Limited

goboooooooo

Regent Star International Limited ~ Well Kent International 100% 400,000,000 —

gooooooo Investment Company Limited
oooooooooo

3. This represents the interest in convertible note in the principal
amount of USD52,500,000 pursuant to which a total number
of 138,813,559 new shares will be issued upon full exercise of
the conversion rights attaching thereto at the initial conversion
price of HK$2.95 per share.
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A service agreement dated 28 December 2004 was entered
into between Mr. Gao Jian Min (“Mr. Gao”) and the Company.
Pursuant to the terms and conditions set out therein, the
Company agreed to employ and Mr. Gao agreed to serve the
Company as a Managing Director by providing the Company
with the services as described in the service agreement for a
term of three years from 28 December 2004 to 27 December
2007, which term shall continue thereafter until determined
by either party giving to the other not less than 3-months

prior written notice.

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of its listed
securities.

The emolument policy of the employees of the Group is set
up by the Remuneration Committee and is based on their
merit, qualifications and compentence.

The emoluments of the directors of the Company are
decided by the Remuneration Committee, having regard to
the Company’s operating results, individual performance and
comparable market practices.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 56 to the consolidated financial
statements.
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The combined balance sheet of the affiliated companies
as at 31 December 2007 which includes the assets and
liabilitles of 00 O O0OD0OO0ODOODOOOODOO, Beijing East Bay
Investment Consultants Limited and 50000000000
gooo, is as follows:

HK$’000

oo

Non-current assets ooooog 106,280
Current assets opooag 1,169,276
Current liabilities oooag (1,029,748)
Shareholder’s fund oooag 245,808
Equity attributable to equity holders of the associates jooooooooooog 245,808

Details of the above affiliated companies are set out in note
60 to the consolidated financial statements.
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To the members of

Silver Grant International Industries Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of
Silver Grant International Industries Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”)
set out on pages 56 to 189, which comprise the consolidated
and the Company balance sheets as at 31 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.

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements in accordance with the
Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the Hong Kong Companies Ordinance.
The responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and
the true and fair presentation of the consolidated 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.
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Qur responsibility is to express an opinion on these
consolidated 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 of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued
by the HKICPA. Those standards require that we comply
with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated

financial statements are free from material misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the of
the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation
and true and fair presentation of the consolidated 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 of the Company, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our audit

opinion.
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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 31 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.

Deloitte Touche Tohmatsu

Certified Public Accountants

Hong Kong
22 April 2008
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For the year ended 31 December 2007
ooooooooooooooooo

2007 2006
ooooo ooooo
Notes HK$°000 HK$’000
0o ooo ooo
Sales of properties aoooo 6 148,600 208,052
Property management fee income oo0oOoooo 6 105,226 97,942
Rental income oooo 6 67,387 77,854
321,213 383,848
Cost of sales oooad (220,251) (228,777)
100,962 155,071
Change in fair value of held-for-trading OO OOOO
investments goooo 6 (4,401) 215,233
Interest income from interest in goodooooooo
distressed assets 6 18,307 88,841
Income from investment in distressed OO0O000O0OOOOO0O
assets through establishment of a gooopooo
special purpose vehicle 6 100,220 —
Dividend income from listed securities 000000000 6 - 188
Other income oooo 7 249,502 90,502
Administrative expenses oood (119,729) (125,935)
Gain on disposal of available-for-sale oooooooooo
investments 38,643 —
Reversal of impairment loss of oooooooooo
leasehold properties 8,121 5,193
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As at 31 December 2007

oooooooooooon
The Group The Company
goo aoo
2007 2006 2007 2006
goooo ooooo ooooo ooooo
Notes HK$’000 HK$'000 HK$’000 HK$’000
oo oon ooo oon oon
ASSETS oo
Non-current assets ooooo
Investment properties oooo 16 2,126,216 2,195,909 16,745 15,656
Property, plant and equipment oooooooo 17 156,346 132,612 69,483 57,190
Goodwill oo 18 7,001 33,525 - —
Investments in subsidiaries oooooa 19 - - 56,011 56,011
Interest in associates oooooa 20 1,110,780 1,330,123 20,000 339,202
Interest in a jointly controlled entity oooooooon 21 13,587 32,088 13,587 26,318
Amounts due from associates ooooooo 23 - 210,000 - =
Structured finance securities ooooooo 25 12,046 24,423 12,046 24,423
Available-for-sale investments oooooo 26 167,755 99,075 2,140 2,140
Investment in distressed assets o0oooooooo
through establishment of a oooooa
special purpose vehicle 31 9,745 — - —
Deposit paid for establishment ofan 000000000
associate oo 27 64,171 — - —
Other asset oooo 28 1,371 2,742 - —
3,669,018 4,060,497 190,012 520,940
Current assets oooo
Inventories, at cost oo —00 183 172 - —
Stock of properties oooo 29 - 257,449 - —
Interest in distressed assets oooooo 30 - 199,931 - -
Investment in distressed assets oooooooooa
through establishment of a special gooooo
purpose vehicle 31 97,446 — - —
Available-for-sale investments oooooo 26 - 141,718 - —
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As at 31 December 2007

o00ooooooooon
The Group The Company
goo aoo
2007 2006 2007 2006
goooo ooooo ooooo ooooo
Notes HK$’000 HK$'000 HK$’000 HK$’000
oo oon ooo oon oon
EQUITY oo
Capital and reserves ooooo
Share capital 00 39 364,142 364,142 364,142 364,142
Reserves oo 4,641,885 4,226,499 2,642,423 2,581,600
Equity attributable to equity holders 00000000
of the Company oooo 5,006,027 4,590,641 3,006,565 2,945,742
Minority interests onooon 12,658 16,261 - =
Total equity oooo 5,018,685 4,606,902 3,006,565 2,945,742
LIABILITIES 00
Non-current liabilities goooo
Borrowings aoad 41 4,600 5,750 4,600 5,750
Convertible note goooo 42 382,736 402,112 382,736 402,112
Deferred tax liabilities oooooon 43 91,928 257,639 4,737 10,608
479,264 665,501 392,073 418,470
Current liabilities 0ooo
Trade payables oooo 44 76,725 84,792 - -
Accrued charges, rental deposits oooooooooo
and other payables oooooo 45 177,850 241,154 19,399 18,584
Amounts due to associates ooooooo 46 162,002 352,146 - 326,841
Amounts due to subsidiaries ooooooo 49 - — 524,719 7,289
Amount due to holding company of 000000000
a shareholder oooog 47 96,676 58,072 - -
Loan from a shareholder oooo 48 - 220,000 - 220,000
Borrowings oo 41 233,278 601,150 1,150 1,150
Taxation payable ooon 136,629 38,803 - 21,781
883,160 1,596,117 545,268 595,645
Total liabilities oooo 1,362,424 2,261,618 937,341 1,014,115
TOTAL EQUITY AND LIABILITIES 0OOOOOOO 6,381,109 6,868,520 3,943,906 3,959,857
Net current assets ooooo 1,828,931 1,211,906 3,208,626 2,843,272
Total assets less current ooooooa
liabilities oo 5,497,949 5,272,403 3,398,638 3,364,212

The consolidated financial statements on pages 56 to 189
were approved and authorised for issue by the board of
directors on 22 April 2008 and are signed on its behalf by:

Chen Xiaozhou 000
Director [J [J
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For the year ended 31 December 2007
oooooooooooooono

2007 2006
ooood oooog
Notes HK$’000 HK$'000
oo oon oon
Operating activities oooo
Profit before taxation ooooo 288,772 611,421
Adjustments for: ooo
Share of results of associates ooooooono (48,786) (73,492)
Share of result of a jointly controlled gooooood
entity oooo 19,073 (8,359)
Repairs and maintenance fund goooooooo
expensed 1,371 1,371
Depreciation of property, plant and oooooooood
equipment 7,809 7,462
Finance costs oood 39,121 53,505
Dividend income from listed ogooooooo
securities — (188)
Interest income from interest in gooooooooo
distressed assets (18,307) (88,841)

Income from investment in
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For the year ended 31 December 2007
oooooooooooooono

2007 2006
ooooo oooog
Notes HK$’000 HK$'000
oo oon oon
Operating cash flows before ooobooooooog
movements in working capital oooa 136,191 270,921
Decrease in interest in distressed O0o00o0ooo
assets 95,209 440,892
Increase in inventories oood (11) (57)
Decrease in stock of properties oooooo 108,104 66,491
(Increase) decrease in held-for-trading 000000000000
investments (47,948) 348,848
(Increase) decrease in trade OOoooOoo0oooo
receivables (1,469) 1,195
(Increase) decrease in deposits, 000oo0o0ooooooo
prepayments and other receivables 000000 (44,824) 49,349
Decrease (increase) in restricted bank 0Oo0o0O000o0oon
balances 369,194 (263,271)
(Decrease) increase in trade payables 0000000000 (11,170) 65,617
Increase (decrease) in amount dueto OO0OO0OO0OODOOOOOO
holding company of a shareholder jo0ooobooo 81,385 (7,809)
Decrease in accrued charges, rental 00o00doooooooon
deposits and other payables ooooo (59,700) (128,085)
Cash generated from operations oo0oooooo 624,961 844,091
Interest paid oooo (39,121) (47,920)
Tax paid oooo (22,449) (1,157)
Net cash from operating activities oopoooooog 563,391 795,014
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For the year ended 31 December 2007
oooooooooooooono

2007 2006
ooooo oooog
Noles HK$’000 HK$'000
oo oon oon
Investing activities oood
Purchase of distressed assets through OO O0OO00OOOOOO0O
establishment of a special purpose aoooo
vehicle (321,701) —
Receipt of income and principal ooooooooooon
repayment from recovery of ogoooooooooa
distressed assets purchased ogoooooo
through establishment of a special
purpose vehicle 314,730 —
Proceeds on disposal of investment oooooooooaa
properties 167,917 —
Purchase of property, plant and oooooooooo
equipment (4,773) (3,006)
Purchase of investment properties oooooo (3,928) —
Dividend received from associates Oo0o0oOoo0oo 2,000 52,000
Dividend received from listed oooooooo
securities - 188
Interest received oooo 91,764 60,302
Deposit paid for establishment of an ooooooooooa
associate oo (64,171) —
Advance to associates oboboooodd (159,788) (516,187)
Repayment from a jointly controlled oooooooooo
entity 135,781 241,753
Proceeds on disposal of property, ooooooooooon
plant and equipment oo 253 214
Proceeds on disposal of available-for- 00000000 OO0OO
sale investments 212,980 —
Purchase of available-for-sale ooooooon
investments (5,348) (55,546)
Purchase of structured finance ooooooooo
securities - (22,828)
Receipt of principal repayment of oo0obooooooon
structured finance securities 0o 2,083 —
Proceeds on disposal of associates oooooooooood - 9,600
Acquisition of investment in an oooooooooo
associate (42,781) (18,802)
Acquisition of additional equity interest O OOOOOO0OOOOO
in a subsidiary oo - (22,509)
Deemed acquisition of subsidiaries oooooooo 50 5,989 =
Disposal of subsidiaries oooooo 51 (2,321) 26,279
Net cash from (used in) investing odoooooooooo
activities oog 328,686 (248,542)
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For the year ended 31 December 2007
oooooooooooooono

2007 2006
ooooo oooog
Notes HK$’000 HK$'000
oo oon oon
Financing activities oooad
Net proceeds from issue of new doooooooog
shares - 25,930
Repayment of loan from a shareholder O OO0OO0O0O0OO (220,000) =
Repayment of bank loans oooooo (642,861) (601,150)
Dividend paid oood (127,450) (108,403)
Bank loans raised Oooooaoao 213,904 600,000
Advance from (repayment to) dooooooooo
associates 302,229 (15,544)
Net cash used in financing activities ooooooooo (474,178) (99,167)
Net increase in cash and cash ooooooooooao
equivalents 417,899 447,305
Cash and cash equivalents at the 0O00O00O0D0OOoO00o
beginning of the year 724,995 262,299
Effect of foreign currency rate changes OO OO0O0OO 9,946 15,391
Cash and cash equivalents attheend OOOOOOO0O0O0O0O
of the year 1,152,840 724,995
ANALYSIS OF THE BALANCES OF ooooooo
CASH AND CASH EQUIVALENTS oooo
Bank balances and cash goooooo 1,171,064 724,995
Bank overdrafts oooo (18,224) —
1,152,840 724,995
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For the year ended 31 December 2007
ooooooooooooooooo

The Company is a public limited company incorporated
in Hong Kong and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office
and principal place of business of the Company
are disclosed in the section headed “Corporate
Information” in this annual report.

The consolidated financial statements are presented in
Hong Kong dollars, which is the same as the functional
currency of the Company.

The Company is an investment holding company and is
engaged in property investment and securities trading.
The Company and its subsidiaries are principally
engaged in property investment, other investments
and distressed assets business. Details of the principal
activities of the Company’s subsidiaries and the
Group’s associates, a jointly controlled entity and
special purpose vehicle are set out in note 60.

In the current year, the Group has applied, for the
first time, the following new standard, amendment
and interpretations (“New HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”) which are effective for the Group’s financial
year beginning 1 January 2007.
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For the year ended 31 December 2007
ooooooooooooooooo

HKAS 1 (Amendment) Capital disclosures

HKFRS 7 Financial instruments:
Disclosures
HK(IFRIC)-INT 7 Applying the restatement

approach under HKAS
29 Financial Reporting in
Hyperinflationary Economies

HK(IFRIC)-INT 8 Scope of HKFRS 2

HK(IFRIC)-INT 9 Reassessment of embedded

derivatives

HK(IFRIC)-INT 10 Interim financial reporting and

impairment

The adoption of these New HKFRSs had no material
effect on how the results and financial position for the
current or prior accounting periods have been prepared
and presented. Accordingly, no prior period adjustment

has been required.

The Group has applied the disclosure requirements
under HKAS 1 (Amendment) and HKFRS 7
retrospectively. Certain information presented in prior
year under the requirements of HKAS 32 has been
removed and the relevant comparative information
based on the requirements of HKAS 1 (Amendment)
and HKFRS 7 has been presented for the first time in
the current year.

The Group has not early applied the following new and
revised standards, amendment or interpretations that
have been issued but are not yet effective.
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For the year ended 31 December 2007
ooooooooooooooooo

HKAS 1 (Revised) Presentation of financial
statements'
HKAS 23 (Revised) Borrowing costs'

HKAS 27 (Revised) Consolidated and separate
financial statements®

HKFRS 2 Vesting conditions and
(Amendment) cancellations'

HKFRS 3 (Revised) Business combinations?

HKFRS 8 Operating segments’

Silver Grant International Industries Limited D 0 00000000

00000001mMOO0 ooooooo'

00ooooo230
oooo
oooooooero
oooo
ooooooooo2o
o000
oooooooooso
o000
oooooooooso

gooo!

0oooooooon?

ooooooo

oooo?

gooo!



For the year ended 31 December 2007
ooooooooooooooooo

The adoption of HKFRS 3 (Revised) may affect the
accounting for business combination for which the
acquisition date is on or after the beginning of the first
annual reporting period beginning on or after 1 July
2009. HKAS 27 (Revised) will affect the accounting
treatment for changes in a parent’s ownership interest
in a subsidiary that do not result in a loss of control,
which will be accounted for as equity transactions. The
directors of the Company anticipate that the application
of the other new standards or interpretations will have
no material impact on the results and financial position
of the Group.

The consolidated financial statements have been
prepared in accordance with HKFRSs issued by
the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies
Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis, except for
properties and certain financial instruments, which
are measured at revalued amounts or fair values. The
principal accounting policies adopted are as follows:
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For the year ended 31 December 2007
ooooooooooooooooo

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
(including special purpose entities) controlled by the
Company (its subisdiaries). Control is achieved where
the Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits
from its activities.

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.

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by other

members of the Group.

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the
Group’s equity therein. Minority interests in the net
assets consist of the amount of those interests at the
date of the original business combination and the
minority’s share of changes in equity since the date
of the combination. Losses applicable to the minority
in excess of the minority’s interest in the subsidiary’s
equity are allocated against the interests of the Group
except to the extent that the minority has a binding
obligation and is able to make an additional investment
to cover the losses.

Silver Grant International Industries Limited D 0 00000000
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For the year ended 31 December 2007
ooooooooooooooooo

Basis of consolidation (Continued)

For business combination that involves more than
one exchange transaction through successive share
purchases, each exchange transaction is treated
separately, using the cost of the transaction and
fair value information at the date of each exchange
transaction, to determine the amount of any goodwill
associated with that transaction. The acquiree’s net
assets are stated at fair value at the date of acquisition
when control is achieved. Any adjustment to those fair
values relating to previously held interests of the Group
is a revaluation and is credited to other reserve.

Acquisition of additional interests in subsidiaries
is recorded at the book value of the net assets
attributable to the interests. The excess of the carrying
amounts of net assets attributable to the interests over
the cost of acquisition is recognised as discount on

acquisition.

ooboowoo

ooooObObOO0O0oooooobODbOOO
ooooooooooooobbooo
ooooObObOOooooobODbDbOOO
oooooobooooooobbooo
oooobObOOO0ooooooODbDbO0OO0
ooooobooooooooooboobooo
ooooObOo0O0ooooooobobboo
ooooobooooooooooboobooo
ooboooboao

ooooObObOO0O0oooooobODbOOO
ooooooooooooobobooo
oooooObOOO0oooooooDboo
oopoooood

Annual Report 2007 0 O



For the year ended 31 December 2007
ooooooooooooooooo

Goodwill

Goodwill arising on acquisitions prior to 1 January
2005

Goodwill arising on an acquisition of net assets and
operations of another entity or a jointly controlled entity
for which the agreement date is before 1 January 2005
represents the excess of the cost of acquisition over
the Group’s interest in the fair value of the identifiable
assets and liabilities of the relevant acquiree at the date
of acquisition.

For previously capitalised goodwill arising on
acquisition of net assets and operations of another
entity or a jointly controlled entity after 1 January
2001, the Group has discontinued amortisation from
1 January 2005 onwards, and such goodwill is tested
for impairment annually, and whenever there is an
indication that the cash generating unit to which the
goodwill relates may be impaired (see the accounting

policy below).

Investments in subsidiaries/associates/a jointly

controlled entity

Investments in subsidiaries/associates/a jointly
controlled entity are stated in the Company’s balance
sheet at cost less any identified impairment loss.
Income from investments in subsidiaries/associates/
a jointly controlled entity is accounted for by the
Company when the Company’s right to receive the

dividend payment has been established.
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For the year ended 31 December 2007
ooooooooooooooooo

Investments in associates

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary nor

an interest in joint venture.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the
equity method, investments in associates are carried
in the consolidated balance sheet at cost as adjusted
for post-acquisition changes in the Group’s share
of net assets of the associate, less any identified
impairment loss. When the Group’s share of losses
of an associate equals or exceeds its interest in that
associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment
in the associate), the Group discontinues recognising
its share of further losses. An additional share of losses
is provided for and a liability is recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that
associate.

Any excess of the Group’s share of the net fair
value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition, after
reassessment, is recognised immediately in profit or

loss.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent

of the Group’s interest in the relevant associate.
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For the year ended 31 December 2007
ooooooooooooooooo

Joint ventures

Jointly controlled entity

Joint venture arrangements that involve the
establishment of a separate entity in which venturers
have joint control over the economic activity of the
entity are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in jointly
controlled entities are carried in the consolidated
balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of net assets of the
jointly controlled entities, less any identified impairment
loss. When the Group’s share of losses of a jointly
controlled entity equals or exceeds its interest in that
jointly controlled entity (which includes any long-term
interests that, in substance, form part of the Group’s
net investment in the jointly controlled entity), the
Group discontinues recognising its share of further
losses. An additional share of losses is provided for
and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations
or made payments on behalf of that jointly controlled
entity.

Any excess of the Group’s share of the net fair value
of the identifiable assets, liabilities and contingent
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Investment properties

Investment properties are properties held to earn
rentals and/or for capital appreciation.

On initial recognition, investment properties are
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment properties are measured at fair value using
the fair value model. Gains or losses arising from
changes in the fair value of investment properties are
included in profit or loss for the period in which they

arise.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use or no future economic benefits are
expected from its disposals. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is included in the consolidated
income statement in the year in which the item is

derecognised.

Property, plant and equipment

Property, plant and equipment including leasehold
land and building held for use in production or supply
of goods and services, or for administrative purposes
are stated at cost or fair value less subsequent
accumulated depreciation and accumulated impairment
loss.

Leasehold land and building originally classified as
investment properties carried at fair value is transferred
to property, plant and equipment at a deemed cost
equal to its fair value at the date of change in use as

evidence by commencement of owner occupation.
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ooooooooooooooooo

Property, plant and equipment (Continued)

Depreciation is provided to write off the cost or fair
value of property, plant and equipment over their
estimated useful lives, using the straight line method on
the following basis:

Leasehold land and buildings 50 years
Leasehold improvements 3 years
Furniture and fixtures 10 years
Office equipment 5 years
Motor vehicles 6-10 years

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the item) is included in the consolidated
income statement in the year in which the item is
derecognised.

Non-current assets held for sale

Non-current 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
assets (or disposal groups) is available for immediate
sale in its present condition.

Non-current assets and disposal groups classified as
held for sale are measured at the lower of the assets’
(or disposal groups’) previous carrying amount and fair
value less costs to sell.
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For the year ended 31 December 2007
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Stock of properties

Stock of properties represents properties under
development for sale and properties held for sale.

The carrying value of properties under development
comprises the land cost together with development
expenditure, which includes construction costs,
capitalised interest and ancillary borrowing costs, less
impairment losses. The stock of properties is stated at
the lower of cost and net realisable value.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold, securities trading
and services provided in the normal course of

business, net of discounts and sales related tax.

The income from interest in distressed assets and
investment in distressed assets through establishment
of a special purpose vehicle are recognised on a time
basis by reference to the estimated future cash flows
and at effective interest rate. The effective interest rate
is the rate that exactly discounts the estimated future
cash inflows arising from recoveries or collection, net
of the estimated future cash outflows arising from
directly attributable costs such as management fee
and incentive bonus through the expected life of the
distressed assets, to the assets’ net carrying amounts.
The excess of amounts recovered over the income
calculated based on the effective interest rate is treated

as recovery of principal amounts invested.
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Revenue recognition (Continued)
Other interest income is accrued on a time basis

by reference to the principal outstanding and at the

effective interest rate applicable, which is the rate that
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Revenue recognition (Continued) ooooozoo

Revenue from sale of properties in the ordinary course 00000000 OO0OOOoOOmaan
of business (including revenue from pre-completion oooooOoDoDoOOoOOooOoooom
contracts for the sale of development properties) is dodoooooooooooao

recognised when all of the following criteria are met:

o the significant risks and rewards of ownership of o Oooooooooooooo
the properties are transferred to buyers; oo0ooooo

° neither continuing managerial involvement to the ° ooODoobOoooOOobooooboo
degree usually associated with ownership nor J00o0o0oooooooooo

effective control over the properties are retained;

° the amount of revenue can be measured reliably; ° O0o0o0oooooooo
° it is probable that the economic benefits ° 00oDoooOoooooooaon
associated with the transaction will flow to the ooooo
Group; and
° the costs incurred or to be incurred in respect of ° 00oDoooOoooooooaon
the transaction can be measured reliably. oooooooog
The above criteria are met when the construction of O00o000O0o0oDoooooood
relevant properties has been completed, the title of the 00000 O0O00o0oOoOooOoOooan
properties has been transferred or the properties have OD0MOoooooooomooog
been delivered to the purchasers pursuant to the sales 00000 O00O0o0oOooOoOoooan
agreement whichever is earlier and the collectibility of O00o000O0o0OoDOoooooog
related receivables is reasonably assumed. Deposits 00000 O0O00o0oOoOooOoooan
received on properties sold prior to the date of revenue 0o00D0O0ooooono

recognition are included in the consolidated balance
sheets under current liabilities.
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Financial instruments

Financial assets and financial liabilities are recognised
on the balance sheet when a group entity becomes a
party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in

profit or loss.

Financial assets

The Group’s financial assets are classified into one
of the three categories: financial assets at fair value
through profit or loss; loans and receivables; and
available-for-sale financial assets. All regular way
purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time
frame established by regulation or convention in the
marketplace.
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Financial assets (Continued) ooowog

Financial assets at fair value through profit or loss oooooooonononoonon

(Continued)

A financial asset other than a financial asset held-for- O00o000O0o0ooooooood

trading may be designated as at fair value through oooooODoOoooooooooboog

profit or loss upon initial recognition if: O000DO0D0DO0D0DOoDoOooooon

o such designation eliminates or significantly ° 000000 O0DoDOoooooo
reduces a measurement or recognition goooooooooooog

inconsistency that would otherwise arise; or

° the financial asset forms part of a group of . 000O00O0oO0o0oooOooao
financial assets or financial liabilities or both, ooDoobOoooOOobooooo
which is managed and its performance is ooooooooooooon
evaluated on a fair value basis, in accordance ooDoobOoooOOobooooo
with the Group’s documented risk management OoooooDoooooooo
or investment strategy, and information about the goooobDOobOoooooboo
grouping is provided internally on that basis; or ooooood

o it forms part of a contract containing one or more o 00o0oooooooooao
embedded derivatives, and HKAS 39 permits the 00oDoooOoooooooaon
entire combined contract (asset or liability) to be 00o0ooooooOogs9snond
designated as at fair value through profit or loss. gooooooo@moooan)

gooooooboooboo

At each balance sheet date subsequent to initial 000000 000oOooooooog
recognition, financial assets at fair value through profit oooooODoOoooooooooog
or loss are measured at fair value, with changes in fair 00000 0000o0ooOooOooon
value recognised directly in profit or loss in the period 000000 O0O0O0ooOooOoOoon
in which they arise. The net gain or loss recognised in oooooOoOoooooooooog
profit or loss excludes any dividend or interest earned oad

on the financial assets.
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Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. At each balance sheet
date subsequent to initial recognition, loans and
receivables (including interest in distressed assets,
trade receivables and other receivables, amounts due
from associate/jointly controlled entity/subsidiaries,
restricted bank balance and bank balances and cash)
are carried at amortised cost using the effective
interest method, less any identified impairment losses.

Loans and receivables — Interest in distressed
assets

Interest in distressed assets is stated at amortised
cost using effective interest method less impairment
allowance. The impairment allowances are made on
the interest in distressed assets when there is objective
evidence of impairment as a result of the occurrence
of certain loss events that will impact on the estimated
future cash flows, and is measured as the difference
between the carrying amount of the distressed assets
and the present value of the estimated future cash
flows discounted at the original effective interest rate.
Where the actual future net cash inflows are more
than expected, the revised cashflow will be discounted
using the original effective interest rate. The difference
between the carrying amount will be adjusted to reflect
the revised estimated cash flows discounted using the
original effective rate. The adjustment is recognised as

impairment loss in the consolidated income statement.
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Financial assets (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as financial
assets at fair value through profit or loss, loans and
receivables or held-to-maturity investments.

At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are
measured at fair value. Changes in fair value are
recognised in equity, until the financial asset is
disposed of or is determined to be impaired, at which
time, the cumulative gain or loss previously recognised
in equity is removed from equity and recognised in
profit or loss (see accounting policy on impairment loss
on financial assets below).

For available-for-sale equity investments that do not
have a quoted market price in an active market and
whose fair value cannot be reliably measured, they
are measured at cost less any identified impairment
losses at each balance sheet date subsequent to initial
recognition. Such impairment losses will not reverse in
subsequent periods.

ooowoo

ooooooonn

ooooObObOO0O0oooooobODbOOO
oooooboboooooooobobooo
oooobObOOO0ooooooODbDbO0OO0
ooooooooooog

oooooobooooooobbooo
oooobObOOO0oooooODbDbOO0OO
oooobobobooooooobbooo
oooobObOOO0oooooODbbO0O0
ooooobooooooooobbooo
ooooObObOO0O0oooooobODbOOO
oooooooocbooboooboo
(boboboobOobOoobooo)o

ooooobooooooooooboobooo
ob0DooboooOoobOoooonoad
ooooobooobooboooboo
ooooObObOO0O0oooooobODbOOO
oooobooooooooobobooo
oo

Annual Report 2007 0 O






For the year ended 31 December 2007
ooooooooooooooooo

Impairment of financial assets (Continued)

For all other financial assets, objective evidence of
impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

° default or delinquency in interest or principal
payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as
trade receivables, are assessed not to be impaired
individually are subsequently assessed for impairment
on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Group’s
past experience of collecting payments, an increase
in the number of delayed payments in the portfolio
past the average credit period, observable changes
in national or local economic conditions that correlate
with default on receivables.

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate.

For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at
the current market rate of return for a similar financial
asset. Such impairment loss will not be reversed in
subsequent periods.
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For the year ended 31 December 2007
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Impairment of financial assets (Continued) ooooooouoo

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial
assets with the exception of trade receivables, other
receivables, amounts due from associates/jointly
controlled entity/subsidiaries, where the carrying
amount is reduced through the use of an allowance
account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.
When other receivables, amounts due from associates/
jointly controlled entity/subsidiaries are considered
uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously
written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised
cost would have been had the impairment not been
recognised.

Impairment losses on available-for-sale equity
investments will not be reversed in profit or loss
in subsequent periods. Any increase in fair value
subsequent to impairment loss is recognised directly
in equity. For available-for-sale debt investments,
impairment losses are subsequently reversed if an
increase in the fair value of the investment can be
objectively related to an event occurring after the
recognition of the impairment loss.
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Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and
the definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences
a residual interest in the assets of the group after
deducting all of its liabilities. The Group’s financial
liabilities are generally classified into financial liabilities
at fair value through profit or loss and other financial
liabilities.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected
life of the financial liability, or, where appropriate, a
shorter period.

Interest expense is recognised on an effective interest
basis other than those financial liabilities designated as
at fair value through profit or loss, of which the interest
expense is included in net gains or losses.

Convertible note at fair value through profit or loss
Financial liabilities at fair value through profit or loss

represent convertible note designated at fair value

through profit or loss on initial recognition.
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Financial liabilities and equity (Continued)

Convertible note at fair value through profit or loss
(Continued)

A financial liability may be designated as at fair value
through profit or loss upon initial recognition if:

° such designation eliminates or significantly
reduces a measurement or recognition

inconsistency that would otherwise arise; or

° the financial liability forms part of a group of
financial assets or financial liabilities or both,
which is managed and its performance is
evaluated on a fair value basis, in accordance
with the Group’s documented risk management
or investment strategy, and information about the

grouping is provided internally on that basis; or

° it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (asset or liability) to be

designated as at fair value through profit or loss.

The convertible note with embedded derivatives whose
economic risks and characteristics are not closely
related to those of the host contract (the liability
component) as a whole is designated as financial
liabilities at fair value through profit or loss on initial

recognition.
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Financial liabilities and equity (Continued)

Effective interest method (Continued)

Convertible note at fair value through profit or loss
(Continued)

Transaction costs that are directly attributable to the
issue of the convertible notes designated as financial
liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

At each balance sheet date subsequent to initial
recognition, financial liabilities at fair value through
profit or loss and the entire convertible note with
embedded derivatives are measured at fair value, with
changes in fair value recognised directly in profit or

loss in the period in which they arise.

Other financial liabilities

Other financial liabilities including borrowings, bank
overdrafts, trade payables and other payables, amount
due to holding company of a shareholder, loan from a
shareholder, amounts due to subsidiaries and amounts
due to associates are subsequently measured at
amortised cost, using the effective interest method.

Equity instruments
Equity instruments issued by the Company are

recorded at the proceeds received, net of direct issue
costs.
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ooooooooooooooooo

Derecognition

Financial assets are derecognised when the rights
to receive cash flow from the assets expire or, the
financial assets are transferred and the Group has
transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition of
a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss
that had recognised directly in equity is recognised in
profit or loss.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expired. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and payable
is recognised in profit or loss.

Borrowing costs

All borrowing costs are recognised as and included in
finance costs in the consolidated income statement in

the period in which they are incurred.

Impairment losses on tangible assets

At each balance sheet date, the Group reviews the
carrying amounts of its tangible 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. An impairment loss is
recognised as an expenses immediately, unless the
relevant asset is carried at a revalued amount under
another standard, in which case the impairment loss is
treated as a revaluation decrease under that standard.
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Impairment losses on tangible assets (Continued)

Where an impairment loss subsequently reverses,
the carrying amount of the assets 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, unless the relevant
asset is carried at a revalued amount under another
standard, in which case the reversal of the impairment
loss is treated as a revaluation increase under that
standard.

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 consolidated income statement
because it excludes items of income or expense that
are taxable or deductible in other years, and it further
excludes of income or expense that are never taxable
or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or

substantially enacted by the balance sheet date.
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Taxation (Continued)

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying
amounts of assets and liabilities in the consolidated
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 from the
initial recognition (other than in a business combination)
of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investment in
subsidiaries, associates and jointly controlled entity,
except where the Group is 