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FINANCIAL HIGHLIGHTS O 0O 0O O

2008
ooooo Changes
HK$’'m oo
oooo %
Profit Attributable to Owners oooooooood
of the Company 406 87 367%
Total Assets oood 6,498 6,410 1%
Equity Attributable to Owners OO0 0O0O000OO0
of the Company 5,169 4,870 6%
Cash & Bank Balances ooooooo 1,980 792 150%
Changes
Key Performance and ooooooo HK$ oo
Liquidity Indicators: ooooDooo oo %
Basic Earnings Per Share oooooo 0.223 0.048 365%
Net Assets Per Share (Note 1) 000000000 10 2.84 2.67 6%
P/E Ratio (Note 1) aooooo 1o 13.0x 14.8x (12%)
Return on Capital Employed oooooooo z2o
(Note 2) 7.9% 1.8% 339%
Return on Total Assets ooooooooo so
(Note 3) 6.2% 1.4% 343%
Gearing Ratio (Note 4) ooooooo 40 9% 16% (44%)
Current Ratio (Note 5) ooooooo si 3.2x 2.1x 52%

Interest Coverage (Note 6) oo0ooooooo ed 19.3x 4.6x 320%
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Notes:

Based on 1,820,709,611 shares issued and fully paid as at
31 December, 2009 (2008: 1,820,709,611 shares) and the
market closing price of HK$2.91 (2008: HK$0.71) per share.

Calculated as profit attributable to owners of the Company
over equity attributable to owners of the Company.

Calculated as profit attributable to owners of the Company
over total assets.

Calculated as total borrowings over equity attributable to
owners of the Company.

Calculated as current assets over current liabilities.

Calculated as profit before finance costs and taxation over
finance costs.
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Review of Results

Profit attributable to owners of the Company increased
by HK$319.2 million to HK$406.3 million (2008: HK$87.1
million), representing an increment of approximately 367%.
Basic earnings per share also increased by 365% to
HK$0.223 (2008: HK$0.048).

The increase was mainly attributable to the following three
factors:

First of all, the Group aborted its investment in the
redevelopment project “Zi You Xiao Zhen” by disposing
its entire 22.62% equity interest in DO O0OO0OO0OOOOO
0000000O000O0O0din 2009. A gain on disposal of
approximately HK$122.5 million was thus recognized.

Secondly, the fair values of the Group’s investment
properties and leasehold properties increased significantly
in light of the rapid and prominent recovery of the
property market after the financial tsunami triggered by
the subprime crisis in September 2008. Consequently,
the Group recognized revaluation gains of approximately
HK$65.6 million in aggregate in 2009. However, there was
a revaluation loss of approximately HK$39.3 million in 2008
in light of the recessed market shortly after the outbreak
of the financial tsunami. The effect of the foregoing was
to increase the profit of 2009 by approximately HK$104.9
million.

Lastly, due to the same reason caused by the subprime
crisis, the Group recognized unrealized gains of
approximately HK$48.5 million in aggregate in respect of
held for trading investments in 2009. However, there were
unrealized losses of approximately HK$35.4 million in
aggregate in 2008. The effect was to increase the profit of
2009 by approximately HK$83.9 million.
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Review of Results (Continued)
Administrative Expenses

Administrative expenses for the year increased by
approximately HK$22.9 million, representing an increment
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Final Dividend

The Board of Directors of the Company (the “Board”) has
resolved to recommend the payment of a final dividend
of HK$0.10 per share for the year ended 31 December
2009 (2008: HK$0.09 per share). The final dividend,
subject to approval by shareholders at the forthcoming
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Business Review & Prospects (Continued)
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Business Review & Prospects (Continued)

During the year, 00O 0O O was concentrating its effort on
expanding its operations. In this regard, profit contribution
from OO 0O O was only minimal. The Group has confidence
in the business model of OO OO and has established
business plan for OO OO to build up sustainable and
fast profit growth in the next few years. The Group has an
intention to spin-off OO O O at appropriate time.

Infrastructure Investments
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Business Review & Prospects (Continued)
Zhong Hai You Qi

The Group has an effective interest of 23.083% in Zhong
Hai You Qi. Its principal business is the manufacturing and
trading of fuel oil which is the raw material for lubricant
oil production and bitumen. The current production
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Business Review & Prospects (Continued)
Financial Investments

Distressed Assets Business

The Huarong Portfolio

The performance in disposing the Huarong Portfolio
was unsatisfactory in the past two years, particularly
during the post-financial crisis period in 2009. Investors’
attentions were drawn to those highly depreciated assets
resulting in barely any disposal of distressed asset in the
Huarong Portfolio. Therefore, after serious negotiations
with China Huarong Asset Management Corporation
(“China Huarong”), a compromised arrangement was
reached by the end of 2009. The Group agreed to sell all
the remaining distressed assets with a carrying value of
approximately HK$88.8 million in the Huarong Portfolio
back to China Huarong at a total consideration of RMB63.7
million for the purpose of realizing further working capital
and concentrating effort on other businesses of the Group.

The amount of cash recovered from the Huarong Portfolio
was RMB498.6 million in aggregate, which is equal to
the cost of acquiring the Huarong Portfolio. Having taken
into account the effect of RMB appreciation during the
past few years and the interest generated from the cash
recovered, the Group was able to achieve a breakeven
investment, as a whole, in investing in the Huarong
Portfolio.

The Orient Portfolio

The disposal of the Orient Portfolio was substantially
completed in 2009. The revenue contribution for the year
was only HK$1.7 million (2008: HK$40.0 million). The
decrease in revenue contribution was due to and was
in line with the decrease in the amount of distressed
assets outstanding and pending disposal. To summarize,
the cumulative cash recoveries of the Orient Portfolio
was approximately RMB662.2 million (equivalent to
approximately HK$749.9 million) in aggregate, representing
a recovery rate of 3.1%. In the opinion of the Board,
the disposal of the Orient Portfolio was successfully
completed.

ooooboowoo

gooo

oooooo

ooooo

000000000000 0000000
0000000000000000000
0000000000000000000
00000000000 00000000
000D000000000000000O0
0000000000 0000OD000
0000000000000000000
000000000000 O00O0000
88,800,0000 0000000000000
0000000000 63,700,0000000
0000000000000O000000
0ooooooon

goboooooogooboboooooobo
0004986000000 000000000
goooobooooooboobooooooon
gobooooooboobooooboogooo
goooobooooobooooooon
gooogoo

oooon

gooooooooobobbooooobooD
gobooobooobooboboboono
1,700,0000 MO O O O O0O40,000,000
gomobobooooobooooobogon
gobooogooooooooooobooo
goooboooooooboboooooon
662,200,000 0 O 0O 0O 749,900,0000
0MmooDoDoDoDooo0o0031%0000
goboobooooobooooooon
gooo



Annual Report 2009 0 O



n Silver Grant International Industries Limited OO 00000000






Silver Grant International Industries Limited OO 00000000

MANAGING DIRECTOR'S STATEMENTS U OO OO OO

Business Review & Prospects (Continued)
China New Material

The Group holds HK$40.0 million exchange notes in China
New Material (Zhongpu) Holdings Limited (“China New
Material”) which are capable of converting into the listed
securities of China New Material upon listing.

Growth Strategies

The Board has decided to concentrate its effort on
investing in the natural resources and energy sectors.
Currently, the Group is considering certain investment
opportunities in coal, power and petrochemical projects for
the purpose of extending the source of recurring income
and expanding the magnitude of recurring earnings of the
Group.

Strategic Shareholder

On 10 February 2010, the Company issued 364,140,000
new shares to CGNPC International Limited (“CGNCL”") at
a price of HK$2.00 per share for the purpose to broaden
the shareholder base and strengthen its capital base. A
net proceed of approximately HK$718.0 million was raised
to further enhance the Group’s working capital for future
business developments. CGNCL becomes a strategic
shareholder of the Company with an equity interest of
approximately 16.67%.

On the same date, the Company entered into a non-
legally binding letter of intent with CGNCL for the purpose
of co-investing in projects recommended by CGNCL.
The projects shall be resources, energy and nuclear
related such as new nuclear power assets, general power
assets, uranium mine resources and application of nuclear
technology. The projects shall also satisfy certain return
requirements and legal and financial due diligence.
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Growth Strategies (Continued)
Strategic Shareholder (Continued)

CGNCL is a wholly owned subsidiary of China Guangdong
Nuclear Power Holding Co., Ltd. (“CGNPC”) which is a
company established in the PRC under the leadership of
the State-owned Assets Supervision and Administration
Commission of the State Council of PRC. CGNPC and its
subsidiaries, known as China Guangdong Nuclear Power
Group (“CGNPG”) currently owns Guangdong Daya Bay
Nuclear Power Station and Ling Ao Nuclear Power Station
Phase | with nearly 4,000 MWe of installed generating
capacity. Ling Ao Nuclear Power Station Phase Il, Liaoning
Hongyanhe Phase |, Yangjiang Nuclear Power Station
Phase | and Ningde Nuclear Power Station Phase | involve
over 17,000 MWe of installed generating capacity, which
are currently under construction. As of 31 December, 2008
the total assets of CGNPG stood at RMB105 billion with
its net assets valued at RMB35 billion.

Given the strong background of CGNPG, the Board
believes that, CGNPG will bring in quality projects to
the Group which will broaden the Group’s sources and
magnitude of recurring income in the future.

Natural Resources Venture

On 18 March 2010, OOO0O0OOO0OODOOOOOOO (“Beijing
Runda”), a wholly owned subsidiary of the Company,
and Shanxi Guoyang New Energy Co., Ltd. (“Shangxi
Guoyang”) entered into a Capital Increase Agreement
pursuant to which the registered capital of OO OO0
0Ooodo (“Guoyang Tiantai”) will be increased from
RMB450.0 million to RMB2,000.0 million (equivalent
to approximately HK$2,260.0 million) (the “Capital
Increase”). Pursuant to which, Beijing Runda and Shangxi
Guoyang will contribute RMB980.0 million (equivalent to
approximately HK$1,107.4 million) and RMB670.0 million
(equivalent to HK$757.1 million) respectively in full as paid
up capital of Guoyang Tiantai prior to the 10th day upon
the Capital Increase Agreement becoming effective.
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Growth Strategies (Continued)
Natural Resources Venture (Continued)

Following the Capital Increase, both the registered and
paid up capital of Guoyang Tiantai will be RMB2,000.0
million (equivalent to approximately HK$2,260.0 million)
and the capital contribution of Beijing Runda and
Shanxi Guoyang in Guoyang Tiantai will be RMB980.0
million (equivalent to approximately HK$1,107.4 million)
and RMB1,020.0 million (equivalent to approximately
HK$1,152.6 million), representing 49% and 51% of
the registered capital of Guoyang Tiantai respectively.
Following the Capital Increase, Guoyang Tiantai will be
treated as an associate of the Company.

By participating in the capital increase, the Group may
extend its business to the coal resource industry in the
PRC, thereby diversify the source of income and increase
the financial returns of the Group.

Winsway Coking Coal

On 30 March 2010, the Company concluded an
investment of USD25.0 million (equivalent to HK$195.0
million) by investing in the convertible note of Winsway
Coking Coal Holdings Limited (“Winsway Coking Coal”)
which is capable of converting into the then listed
securities upon the listing of Winsway Coking Coal in
accordance with agreed covenants. Winsway Coking
Coal is a conglomerate platform enterprise engaged in
the businesses of coal import, cross-border coal logistic
(mainly across the borders of China-Mongolia and China-
Russia) and equipment developments and operations,
selection processing and trading.
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Growth Strategies (Continued)
Petrochemical Projects

The Group has an intention to expand the business scale
of the existing petrochemical projects by strengthening
the utilization of raw materials, expanding the deeper
processing of raw material, manufacturing of high market
demand products and to extend the products line.
Amongst which, TZ United East has intention to construct
a 1.0 million tons heavy oil production facility, Zhong Hai
You Qi has intention to expand its oil refinery capacity
by 3.0 million tons and to construct a 0.6 million tons
lubricant oil facility.

By further expanding the production capacity of the
petrochemical operations, the Group can enjoy the benefit
of economic of scale which will eventually become a stable
source of revenue and profit of the Group.

Financial Review
Exchange Exposure

The Group’s principal assets, liabilities, revenue and
payments are denominated in HKD and RMB. Moreover,
the Board is capable of maintaining a net monetary asset
position denominated in RMB for the Group. Therefore, the
Board is confident that the Group’s exposure to exchange
rate fluctuations in respect of RMB will not have material
adverse effect on the financial position of the Group in
light of the continuous and mild appreciation of the RMB
to HKD exchange rate. In addition, the Board does not
anticipate that there is any material exchange exposure in
respect of other currencies.

At the end of the reporting period, the Group has no
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Financial Review (Continued)

Working Capital & Borrowings

At the end of the reporting period, the Group’s total
borrowings amounted to approximately HK$464.8 million
in aggregate. The composition of these borrowings is
summarized below:

ooowoo
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HK$’m Percentage

ooon oo

Short term borrowings gooo 1791 39%
Long term borrowings oooo 285.7 61%
464.8 100%

Interests for all borrowings were charged at floating rates
ranging from 2.17% per annum to 4.86% per annum.

At the end of the reporting period, the Group’s cash and
bank balances was HK$1,979.7 million in aggregate. And
the Group’s net cash balance and net current assets were
approximately HK$1,514.9 million and HK$1,848.6 million
respectively. In view of the Group’s strong working capital
base and the relatively high level of net cash, the Board
is confident that the Group has adequate working capital
to meet daily operations and to finance future expansion.
Moreover, the Group has a sound and strong financial
position.

At the end of the reporting period, the Gearing Ratio and
Current Ratio of the Group were 9% (2008: 16%) and 3.2x
(2008: 2.1x) respectively.

During the year, the Company early redeemed its
convertible note with a principal amount of US$52.5
million (equivalent to approximately HK$409.5 million) at
a 5% discounted consideration of approximately US$49.9
million (equivalent to approximately HK$389.0 million).
All accrued interests on convertible note amounting to
approximately HK$0.6 million were waived and recognised
as other income.
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Financial Review (Continued)
Investment Properties

The increase in the carrying amount was due to increase
in fair values. There were no material addition or disposal
during the year.

Interest In Associates/Amounts Due from Associates

Both carrying amounts decreased significantly and were
due to the disposal of Cll and O OO0 during the year.

Loan Receivables

These were loan made to certain independent borrowers
for the purposes of utilizing a portion of the Group’s idle
funds for better returns and to increase interest income in
the current low deposit rates period.

Deposits, Prepayments and Other Receivables

Amounts in 2009 were principally the fair value of
the proceeds at initial recognition to be received by
installments amounting to approximately HK$236.9 million
(amongst which approximately HK$142.1 million will be
settled by the end of 2011 and thus was classified as non-
current asset; the remaining will be settled by the end of
2010 and thus was classified as current asset) in respect
of the disposal of Cll. Amounts in 2008 were principally
the proceeds receivable amounting to approximately
HK$165.6 million in respect of the disposal of subsidiaries
in the year before.

Bank Balances and Cash

The significant increase in bank balances and cash was
mainly due to the receipt of a huge amount of invested
funds following the disposal of the two associates, Cll and
0000 during the year.

ooowoo

gooo

goooooooooboooobooooon
goooooobod

gooboooboboooboo

gooooooooooooboooooon
gooogoooo

gooo

gobooooooobboooboooon
gooooooooobooooooooon
goooooobooooobooooo

gooooooooooo

0000000000000000000
0000000000000 0O00000
0 0 236,900,0000 M O O O 142,100,000
0000000000000000000
000000000000 0000000
0000000000mMOO000oooon
0000000000000000000
00000000 165,600,0000 00

goooooon

gobooooooooboboboooooon
goboooooooobooooooooo
goobooon



Silver Grant International Industries Limited OO 00000000

MANAGING DIRECTOR'S STATEMENTS U OO OO OO

Financial Review (Continued)

Other Major Accounting Items

During the year, the board composition of a subsidiary
engaged in petrochemical operations was changed.
Consequently, the Group lost its control over the
subsidiary, which was then reclassified as a jointly
controlled entity. Due to this reason, the carrying balances
of certain major accounting items in the consolidated
statement of financial position (such as property, plant
and equipment, inventories, deposit, prepayments and
other receivables, trade payables, borrowings and minority
interest) decreased significantly.

Capital Structure

At the end of the reporting period, the shareholders’
fund of the Group was approximately HK$5,169.4 million
and has increased by approximately HK$299.8 million or
approximately 6% compared to that as at 31 December
2008. The increase was mainly due to increase in retained
profit.

During the year, the Company paid HK$163.9 million to
shareholders of the Company as final dividend for the year
ended 31 December 2008, which has an effect of reducing
the overall capital.

Human Resources

At the end of the reporting period, the Group employed
approximately 1,460 (2008: 1,620) employees in Hong
Kong and in the PRC. The Group offers its employees
competitive remuneration packages, which are consistent
with the prevailing market practices. The Group’s
remuneration policies remain unchanged during the year.
Total staff costs for the year was approximately HK$92.6
million (2008: approximately HK$87.0 million).

The decrease in the number of employees was due to the
deemed disposal of a petrochemical subsidiary during the
year. The deemed disposal was a result of the Group lost
its control over the board of directors of that subsidiary.
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Appreciation

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

On behalf of the Board, | am glad to welcome China
Guangdong Nuclear Power Group to be a shareholder of
the Company and am looking forward to having a pleasant
and fruitful partnership going ahead.

By order of the Board of
Silver Grant International Industries Limited

Gao Jian Min
Managing Director

Hong Kong, 9 April, 2010
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Executive Directors
Gao Jian Min Managing Director

Mr. Gao, aged 50, was appointed as an executive director
and served as the Managing Director of the Company on
22 June 1998. He is also appointed as directors of various
companies of the Group. Mr. Gao is also an executive
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.
Mr. Gao graduated from the Qing Hua University with a
bachelor degree in engineering. He has over 20 years of
experience in finance, industrial investment and property
investment and development.

Liu Tianni Deputy Managing Director

Mr. Liu, aged 46, was appointed as an executive director
of the Company on 26 May 2001. Mr. Liu is the Deputy
Managing Director of the Company. Mr. Liu is also a
director of various companies of the Group. He graduated
from the Beijing Normal University with a master degree in
science. He has over 15 years of experience in corporate
administration and trade businesses. Mr. Liu is also the
independent non-executive director of Chongqging Iron &
Steel Company Limited (Stock code: 10583), the H shares
of which are listed on the Stock Exchange.

Gu Jianguo

Mr. Gu, aged 47, was appointed as an executive director
of the Company on 25 May 1999. Mr. Gu is currently a
director and general manager of Well Kent International
Holdings Co., Ltd. (“Well Kent”). Mr. Gu obtained a master
degree and a Ph. D degree in 1991 and 1994 respectively.
He has over 20 years of experiences in commercial and
investment banking, business management, and financial
accounting and management. He is also an executive
director of Cinda International Holdings Limited (“Cinda
International”) (Stock code: 111) which shares are listed on
the Stock Exchange.
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Executive Directors (Continued)
Tang Baoqi

Mr. Tang, aged 50, was appointed as an 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 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
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 14 years of experience in
banking and finance.

Chow Kwok Wai

Mr. Chow, aged 43, 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 as an
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 of 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. He is also a non-executive director of Cinda
International (Stock code: 111) which shares are listed on the
Stock Exchange.
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Executive Directors (Continued)
Li Xianli

Mr. Li Xianli, aged 36, was appointed as an executive
director of the Company on 9 April 2010. Mr. Li is currently
a non-practicing member of The Chinese Institute of
Certified Public Accountants. He graduated from the
Central University of Finance and Economics with a
bachelor degree in economics in 1996. From 1996 to
2000, Mr. Li was involved in the financial management
work in the finance department of China Guangdong
Nuclear Power Holding Co., Ltd. (“CGNPC”). From 2001
to 2002, Mr. Li was the finance manager of Galaxy New
Technology Development Co. which is a wholly owned
subsidiary of CGNPC. From 2003 to 2006, Mr. Li was
the senior manager and assistant to general manager of
the finance department of China Gas Holdings Limited
(stock code: 384), whose shares are listed on the Stock
Exchange. From 2007 to 2009, Mr. Li was the financial
controller of China Parking Holdings Limited. At present,
Mr. Li is the senior manager of the accounting department
of Daya Bay Nuclear Power Finance Corporation Co.,
Limited, which is a wholly owned subsidiary of CGNPC.

Non-executive Directors
Chen Xiaozhou Chairman

Mr. Chen, aged 48, was appointed as an executive
director of the Company and was elected the Chairman of
the Board on 13 February 2006. He was redesignated as
a non-executive director of the Company on 1 September,
2006. He is currently the chairman of Well Kent and the
chairman and executive director of Cinda International
(Stock code: 111), which shares are listed on the Stock
Exchange and a non-executive director of China National
Materials Co., Ltd. (Stock Code: 1893), the H-shares
of which are listed on the Stock Exchange. Mr. Chen
obtained a master degree in economics from the Research
Institute of the People’s Bank of China in 1988 and
obtained a master degree in commerce from the University
of New South Wales, Australia in 2003. Mr. Chen has over
18 years of experience in the banking and finance sectors.
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Non-executive Directors (Continued)
Hui Xiao Bing Vice-chariman

Mr. Hui, aged 56, was appointed as an executive director
of the Company and Vice-chairman of the Board on 22
June 1993. He was redesignated as a non-executive
director of the Company on 1 September, 2006. Mr.
Hui was the ex-deputy managing director of China
Everbright Financial Holdings Limited. Mr. Hui was also
the ex-president of China Construction Bank, Shenzhen
Branch. He previously worked for the Research Centre for
Economic Development of the State Council of the PRC
and China Investment Consultancy Company. He has over
20 years of experience in banking and finance. Mr. Hui
graduated from the Inner Mongolia Industrial University
with a bachelor degree in engineering. Mr. Hui is currently
the chairman and chief executive officer of Huiheng
Medical, Inc. whose shares are traded on the Over-The-
Counter Bulletin Board (“OTC BB”) of the Nasdaq in the
USA.

Yuen Wing Shing

Mr. Yuen, aged 63, was appointed as an executive
director of the Company on 22 June 1993. He was
redesignated as a non-executive director of the Company
on 1 September, 2006. Mr. Yuen is the managing director
of Yugang International Limited (“Yugang”) (Stock Code:
613). He is also an executive director of Y. T. Realty Group
Limited (Stock Code: 75) and Cross-Harbour (Holdings)
Limited (Stock Code: 32). All of the aforesaid companies
are public companies listed on the Stock Exchange. Mr.
Yuen holds a diploma in management studies from The
Hong Kong Polytechnic University. Prior to joining Yugang
in 1992, he had held senior management positions with a
major bank in Hong Kong for over 20 years.
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Non-executive Directors (Continued)
Yang Zhao

Mr. Yang, aged 48, was appointed as a non-executive
director of the Company on 9 April 2010. Mr. Yang is
currently the general manager of the capital operations
department of CGNPC, the managing director of CGNPC
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Independent Non-executive Directors
Kang Dian

Mr. Kang, aged 61, was appointed as an 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 Company Limited. 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. During the
period from 11 June 2002 to 10 June 2008, Mr. Kang was
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 57, 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 Business. 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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Kwok Chung Lun

Mr. Kwok, aged 55, 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 wholly owned subsidiary of the Company. Mr. Kwok
pursued study in the People’s University. Mr. Kwok has
over 20 years of experience in property investment and
development.

Zhang Shuhua

Miss Zhang, aged 56, is the Deputy Managing Director of
Beijing East Gate. Miss Zhang pursued study in Beijing
Radio and Television University. Miss Zhang has over 20
years of experience in finance and accounting. At the date
of this report, Miss Zhang has retired.
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Corporate Governance Practices

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 Listing Rules for the year ended
31 December 2009.

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.

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.

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.
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Board of Directors (Continued)

The current Board comprises six executive directors,
four non-executive directors and three independent non-
executive directors which composition is set out in the
section headed Corporation Information on page 4 and the
biographies of the directors are set out on pages 24 to 30.

Members of the Board possess the appropriate expertise
and skills to discharge their duties.

The Company’s directors Messrs. Chen Xiaozhou,
Gu Jianguo and Tang Baogi are also directors and/
or senior officers within the group of China Cinda
Asset Management Corporation, which is a substantial
shareholder of the Company. The Company’s directors
Messrs. Gao Jian Min and Liu Tianni are also directors
and shareholders of Silver Grant Group Limited, which is
a substantial shareholder of the Company. The Company’s
director Mr. Yang Zhao is also a director and/or senior
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Board of Directors (Continued)

All directors are regularly updated on governance and
regulatory matters. There is an established procedure for
directors to obtain independent professional advice, at the
expense of 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 operations 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.

During 2009, four full board meetings were held and the
attendance of each director is set out below:

Name of director

Number of meetings attended
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gpood oooooo goo
Chen Xiaozhou 3 out of 4 75%
oood goooooo
Hui Xiao Bing 3 out of 4 75%
ooo ogoooooo
Gao Jian Min 4 out of 4 100%
oood goooooo
Liu Tianni 4 out of 4 100%
oood goooooo
Gu Jianguo 4 out of 4 100%
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Tang Baoqi 4 out of 4 100%
ooo goooooo
Yuen Wing Shing 3 out of 4 75%
oood goooooo
Chow Kwok Wai 4 out of 4 100%
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Kang Dian 4 out of 4 100%
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Zhang Lu 4 out of 4 100%
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Hung Muk Ming 4 out of 4 100%
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Board of Directors (Continued)

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. The director so appointed shall held office until
the first general meeting (in the case of filling a casual
vacancy) or until the next annual general meeting (in the
case of an addition to the Board) following his appointment
and be eligible for re-election. In other cases, 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.
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Audit Committee

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 provisions of the Code.

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 includes 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.

During the year, the work performed by the Audit
Committee includes the review of the annual results for
the year ended 31 December 2008, the internal control
system of the Group for 2008 and the interim results for
the period ended 30 June 2009.

The Group’s annual results for the year ended 31
December, 2009 have also been reviewed by the Audit
Committee.

The Audit Committee together with the Board have
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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Audit Committee (Continued)

During the year, two Audit Committee meetings were held
and the attendance of each member is set out below:
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Name of director Number of meetings attended Attendance rate
gpood oooooo goo
Kang Dian 2 out of 2 100%
oo goooooo
Zhang Lu 2 out of 2 100%
oo ogoooooo
Hung Muk Ming 2 out of 2 100%
oood goooooo

Remuneration Committee

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
is 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.
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Remuneration Committee (Continued)

The remuneration package for each employee is structured

according to his quality and qualification. The remuneration

package will contain a combination or modification of

some or all of the following four main components:

1.

Basic salary

Basic salary ranges for each position are established
with reference to the responsibilities and the duties
attached to the position. The actual salary for the
person filling the position is determined based on the
experience and ability of the individual selected for
the position.

The basic salary ranges are reviewed periodically by
reference to the general market and by comparison
to comparable positions at competitors in the
relevant industry. The actual salaries of employees
are reviewed annually and may be adjusted from
time to time based on the cost of living and financial
performance of the Company.

Salaries are base remuneration and not intended
to reward performance, either individually or
corporately. Performance is rewarded through the
other components of the remuneration plan.

Incentive bonus

Incentive bonus is linked to individual and corporate
performance. The incentive bonus for each employee
is determined with reference to his position and his/
her performance during the year.
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Remuneration Committee (Continued)

3 Share option

Share options to subscribe for 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 employee
are determined with reference to his position, his
performance and his 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 the prevailing practices
in relevant jurisdictions.

The committee meets regularly to review the Company’s
human resources matters and remuneration policies.
During the year, two Remuneration Committee meetings
were held and the attendance of each member is set out
below:

Name of director

Number of meetings attended
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Remuneration Committee (Continued)

During the year, the Remuneration Committee has
reviewed and approved the annual salary adjustments
for the year 2010 and the payment of discretional
performance bonus and director fees for the year ended
31 December 2009 after taking into consideration the
results of the Group, the performance of the directors, the
senior management and the employees and the prevailing
market practices.

Details of the emoluments paid to all directors are set out
in notes 9 to the consolidated financial statements.

Nomination of Directors

Currently, the Company does not set up any nomination
committee. The Company will consider establishing a
nomination committee at appropriate time.

The Board shall have the collective responsibility to
consider and assess the candidates for directorships
based on their characters, qualifications and experience
appropriate for the Company’s businesses, and nominate
candidates for directorships accordingly.

On 9 April 2010, Mr. Yang Zhao was nominated and
appointed as a non-executive director of the Company and
Mr. Li Xianli was nominated and appointed as an executive
director of the Company.

Auditors’ Remuneration

The Group’s consolidated financial statements for
the year ended 31 December 2009, were audited by
Deloitte Touche Tohmatsu (“Deloitte”) at a total fees of
approximately 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$0.2 million in aggregate to Deloitte Touche
Tohmatsu for the provision of taxation services during the
year 2009.

The Audit Committee considers that the taxation services
did not (in terms of the nature of the services and the
amount of fees paid in relation to the audit fees) affect the
independence of Deloitte.
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Directors’ Responsibility Statement

The directors are responsible for the preparation of the
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 2009, 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.
The directors also have general responsibilities for setting
up an appropriate internal control system, which is mainly
to safeguard the assets of the Group and to prevent and
detect fraud and other irregularities. The directors have
reviewed the internal control system of the Group and are
satisfied that the internal control system of the Group is
functioning properly.
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Communication with Shareholders

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 general meeting on each
substantially separate issue, including the election of
individual director and all resolutions are 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
at a later time on the same business day. In addition,
the requirement for resolutions to be voted by poll is
stated in the circular or annual report to be despatched
to shareholders. Moreover, at general meeting but
before voting, the chairman of the meeting will explain to
shareholders the detailed procedures for conducting a
poll.

The Company has maintained a website at http://www.
silvergrant.com.hk which enable 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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The Board present its annual report and the audited
consolidated financial statements for the year ended 31
December 2009.

Principal Activities

The Company is an investment holding company and
engaged in property investment and securities trading.
The Company and its subsidiaries are principally
engaged in property investment, other investments,
distressed assets business and production and trading of
petrochemical products. Details of the principal activities
of the Company’s subsidiaries and the Group’s associates,
jointly controlled entities are set out in note 52 and details
of principal activities of the special purpose vehicle which
hold the Group’s investment in distressed assets are set
out in note 53 to the consolidated financial statements.

Results and Appropriations

The results of the Group and appropriations of the
Company for the year ended 31 December 2009 are set
out in the consolidated income statement on page 56.

The Board recommend the payment of a final dividend of
HK$0.10 per share to the shareholders on the register of
members on 26 May 2010, amounting to approximately
HK$218,485,000.

Fixed Assets

The Group’s leasehold land and buildings were revalued
at 31 December 2009. Net Surplus on revaluation of the
leasehold land and buildings amounted to approximately
HK$28,356,000 of which an amount of approximately
HK$7,119,000 has been credited to the consolidated
income statement as reversal of impairment loss
previously recognised and an amount of approximately
HK$21,237,000 has been credited to the asset revaluation
reserve.
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Directors

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

Tang Baoqi

Chow Kwok Wai

Li Xianli (appointed on 9 April 2010)

Non-executive directors

Chen Xiaozhou (Chairman)

Hui Xiao Bing (Vice Chairman)

Yuen Wing Shing

Yang Zhao (appointed on 9 April 2010)

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. Gao Jian Min, Tang
Baoqi, Li Xianli, Yuen Wing Shing, Yang Zhao, Kang Dian
and Hung Muk Ming will 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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Directors’ Service Contracts

Other than as disclosed in the section headed “Connected
Transaction” below, no director proposed for re-election
at the forthcoming annual general meeting has a service
contract, which is not determinable by the Group within
one year without payment of compensation (other than
statutory compensation).

Directors’ Interest in Shares

As at 31 December 2009, none of the directors and the
chief executive of the Company nor any of its associates
had any interests or short positions in any shares,
underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO”)
as recorded in the register as required to be kept by the
Company under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers. None of the directors or their spouses
or children under the age of 18, had been granted any
right to subscribe for the equity or debt securities of the
Company or any of its associated corporation, or had
exercised any such right during the year.

Share Options

Details of the share option scheme adopted by the
Company on 27 May 2002 (the “Option Scheme”) are set
out in note 48 to the consolidated financial statements.

During the year, no share options were granted to the
directors and other employees under the Option Scheme.

Arrangements to Purchase Shares or Debentures

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.
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Directors’ Interests in Contracts of Significance

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.

Substantial Shareholders

As at 31 December 2009, 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 2009 are set out below:
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Percentage

Number of of the issued

ordinary share capital

Name of substantial shareholder Capacity shares Total interests OOO00O00O0O

0ooooo oo ooooooo oooo oooo

Silver Grant Group Limited Beneficial owner 153,586,022 153,586,022 8.44%
0000oooo ooooo (Note i)
oo

China Cinda Asset Management Interest of controlled corporation 402,064,000 402,064,000 22.08%
Corporation ooooooo (Note ii)
00oooooooo oo

China Guangdong Nuclear Power Interest of controlled corporation 364,140,000 364,140,000 20.00%
Holding Co., Ltd. 0oooooo (Note iii)
gooooboooooDoon a0 i)

Liu Yang Investment manager 110,000,000 110,000,000 6.04%
oo oooo (Note iv)
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Substantial Shareholders (Continued)

Notes:

(i)

(i)

(iii)

(iv)

Messrs. Gao Jian Min and Liu Tianni, both of whom are
directors of the Company, each has a 30% interest in Silver
Grant Group Limited as at 31 December 2009.

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

ooowoo

ooo

(i) ooooooooooboobbooooo
oooooobooooboooobbooooo
Oo0o0ooooog30%000

(if) ooooooooooooobooboboo
obooooooo

Corporation:

Total interest in shares

oooooa

Name of Name of Percentage Direct Indirect
controlled corporation controlling shareholder of control interest interest
oooooo gooooo goooo oooo gooo
Well Kent International China Cinda Asset 100% — 402,064,000

Investment Company Management Corporation

Limited gooooooooo
Oooooooooo
Catic Limited Well Kent International 100% 2,064,000 -

Investment Company
Limited
goooooooao

Regent Star International Well Kent International 100% 400,000,000 -

Limited Investment Company
oooooooo Limited

gooooooooo
The following is a breakdown of the interests in shares of (i) ODOODDOODODODOOOOODOOOOOO
the Company held by China Guangdong Nuclear Power oooooooooo
Holding Co., Ltd.:
Total interest in shares
goooooo

Name of Name of Percentage Direct Indirect
controlled corporation controlling shareholder of control interest interest
oooooo gooooo goooo oooo oooo
CGNPC International Limited China Guangdong Nuclear 99.99% 364,140,000 -

Power Holding Co., Ltd.
00oooooooooo

The following is a breakdown of the interests in shares of

(vy OOooOooOooOooOooooDOoOooOooO

the Company held by Ms. Liu Yang: ood
Total interest in shares
oooooo
Name of Name of Percentage Direct Indirect
controlled corporation controlling shareholder of control interest interest
oooooo gooogo goood gooo gooo
Atlantis Investment Liu Yang 40% — 110,000,000
Management Limited oo
Atlantis Investment Liu Yang 90% — 110,000,000
Management (Hong Kong) oo

Limited
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Substantial Shareholders (Continued)

Other than as disclosed above, the register required to
be kept under Section 336 of the SFO showed that the
Company had not been notified of any other interest or
short position in the shares and underlying shares of the
Company as at 31 December 2009.

Appointment of Independent Non-executive
Directors

The Company has received, from each of the independent
non-executive directors, an annual confirmation of
his independence pursuant to Rule 3.13 of the Rules
Governing the Listing of Securities (“Listing Rules”) on
the Stock Exchange. The Company considers all of the
independent non-executive directors are independent.

Connected Transaction

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.

Purchase, Sales or Redemption of the Company’s
Listed Securities

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

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

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 48 to the consolidated financial
statements.

Annual General Meeting

The annual general meeting of the Company will be held at
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Major Customers and Suppliers

The Group’s revenue comprises rental income from leasing
of properties, dividend income from listed securities,
net gain on disposal of held-for-trading investments,
income from property management, income from sales
of properties, interest income from interest in distressed
assets and income from production and trading of
petrochemical products.

The aggregate amount of purchases and revenue
attributable to the Group’s five largest suppliers and
customers were less than 30% of the Group’s total
purchases and revenue for the year.

Closure of Register of Members

The register of members will be closed from Thursday,
20 May 2010 to Wednesday, 26 May 2010, both days
inclusive, during which period no transfers of shares of
the company will be effected. In order to qualify for the
proposed final dividend and to determine the identity
of the shareholders who are entitled to attend and vote
at the forthcoming annual general meeting, all duly
completed transfer form accompanied by the relevant
share certificates must be lodged with the share registrar
of the Company, Tricor Secretaries Limited, at 26th Floor,
Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong not later than 4:30 p.m. on Wednesday, 19 May 2010.

Events After the Reporting Period
Details of significant events occurring after the end of the

reporting period are set out in note 51 to the consolidated
financial statements.
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Auditor

A resolution will be submitted to the annual general
meeting to re-appoint Messrs. Deloitte Touche Tohmatsu
as auditor of the Company.

By order of the Board
Chen Xiao Zhou
Chairman

Hong Kong, 9 April 2010
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=ED

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’s statements
of financial position as at 31 December 2009, and the
consolidated income statement, consolidated statement
of comprehensive income, consolidated statement
of changes in equity and consolidated statement of
cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory
notes.

Directors’ Responsibility for the Consolidated
Financial Statements

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements in accordance with
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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Auditor’s Responsibility

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 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
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Opinion

In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2009 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
9 April 2010
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For the year ended 31 December 2009
oooooooooooonononn

2008
ooood
Notes HK$’000
o oon
Property management fee income oooooono 6 139,000 147,068
Rental income oooa 6 65,821 54,431
Sales of petrochemical products ooooooog 6 74,668 45,662
279,489 247,161
Cost of sales oooo (165,578) (147,938)
113,911 99,223
Income from investment in distressed O O0OO0OO0OOOOOOOO
assets through establishment of a ooooooo
special purpose vehicle 6 45,866 39,993
Dividend income from listed oooooooo
securities 6 3,910 1,132
Other income, gains and losses 0o0ooooogoo 7 177,882 195,545
Change in fair value of held-for- ooooDoooooog
trading investments 48,548 (35,351)
Administrative expenses oooo (140,640) (117,776)
Gain on disposal of available-for-sale O OOOOOOOOO
investments 17,898 —
Reversal of revaluation deficit ooooooooon
(revaluation deficit) of leasehold oooooo
properties 16 7,119 (19,141)
Change in fair value of investment oooooooog
properties 15 58,444 (20,130)
Loss on fair value change on oooooooooooad
convertible note classified as oooooooooog
financial liabilities at fair value ooooooo
through profit or loss 37 — (6,289)
Change in fair value of structured oo0oDooooooono
finance securities oo (3,174) 1,715
Impairment loss on available-for-sale OOO0OO0O0OOO0OO0O
investments — (25,390)
Impairment loss on deposits, oooDoooooooog
prepayments and other receivables oooo 31 — (21,115)
Finance costs oooo 8 (24,470) (25,520)
Gain on disposal of associates ooooooooo 103,678 —
Share of results of associates go0oooooao 36,497 22,472
Share of results of jointly controlled 0o0o0oooogo
entities 8,071 (2,426)
Profit before taxation oooogod 453,540 86,942
Taxation charge oooo 11 (42,210) (5,190)
Profit for the year oooo 12 411,330 81,752
Attributable to: ooag
Owners of the Company oooooo 406,278 87,057
Minority interests oooooaog 5,052 (5,305)
411,330 81,752
Earnings per share (in HK dollar) ooo0Dmooooood 13
— Basic — oo 0.223 0.048
— Diluted — oo 0.220 0.048
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For the year ended 31 December 2009
oooooooooooonononn

2009 2008
ooood ooood
HK$°000 HK$’000
oon oon
Profit for the year oooad 411,330 81,752
Other comprehensive income oooogdo
Exchange difference arising on oooooooog
translation 40,503 52,702
Fair value gain (loss) arising on oooooooooog
revaluation of available-for-sale oooomooo
investments 17,898 (111,455)
Reclassification adjustment — o000 —oooo
impairment loss on gooogo
available-for-sale investments — 25,390
Reclassification adjustment — o000 —Ooo0ooooo
transfer to profit or loss on ooooooooao
disposal of available-for-sale
investments (17,898) —
Gain arising on revaluation of oopoooooooog
leasehold properties 21,237 7,007
Share of other comprehensive ooooooooooo
income of associates and oopoooood
jointly controlled entities 9,046 (56,252)
Reclassification adjustment — 0000 —oOooooo
transfer to profit or loss on oooooono
disposal of associates (8,954) —
Income tax relating to components Joooooooooo
of other comprehensive income oono (2,842) (1,301)
Other comprehensive income odooooomoooo
for the year (net of tax) 58,990 (83,909)
Total comprehensive income oooooooo
for the year 470,320 (2,157)
Total comprehensive income oooogo
attributable to: oood
Owners of the Company oooooo 463,651 9,261
Minority interests oooooo 6,669 (11,418)
470,320 (2,157)
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As at 31 December 2009

ooooooonoonnonn
The Group The Company
ooo ooog
2009 2008 2009 2008
ooooo gooooo ooooo gooooo
Notes EELEH] HK$’000 HK$’000 HK$’000
oo ooo ooo ooo ooo
ASSETS oo
Non-current assets gooooo
Investment properties oooo 15 2,288,512 2,188,262 17,590 16,798
Property, plant and equipment 0oooooon 16 223,198 462,444 74,872 65,674
Land use rights ooooo 17 26,785 26,842 — —
Goodwill oo 18 7,001 11,392 — -
Investments in subsidiaries goooooa 19 — — 224,591 169,713
Amounts due from subsidiaries ooooooo 19 — — 1,930,163 796,217
Interest in associates oooooo 20 132,951 783,991 20,000 20,000
Interest in jointly controlled entities oooooooo 21 198,396 66,717 5,180 12,973
Structured finance securities gooOo0OO 24 9,042 12,216 9,042 12,216
Available-for-sale investments gooooo 25 435,494 314,019 105,640 2,140
Loan receivables gooo 26 339,751 - 339,751 —
Deposits, prepayments and 0ooooooooooo
other receivables 31 142,111 — — —
3,803,241 3,865,883 2,726,829 1,095,731
Current assets gooa
Inventories, at cost 00 —0oono 28 298 66,597 — —
Investment in distressed assets through 0000000000
establishment of a special purpose ooooon
vehicle 27 144,201 148,247 — —
Held-for-trading investments gooooo 29 132,816 70,027 40,324 15,368
Trade receivables gooo 30 10,118 11,794 — -
Deposits, prepayments and other 00oooooooooo
receivables 31 115,074 207,323 5,786 166,963
Amounts due from subsidiaries ooooooo 19 — — 357,804 2,300,536
Amounts due from associates ooooooo 22 102,397 982,626 18,007 -
Amounts due from jointly odoooooooo
controlled entities 23 98,080 63,074 43,715 63,074
Loan receivables gooo 26 111,975 79,790 78,000 —
Available-for-sale investments gooooa 25 — 121,277 — 63,500
Taxation recoverable gooono — 1,128 — —
Bank balances and cash goooooo 32 1,979,724 792,376 622,523 40,503
2,694,683 2,544,259 1,166,159 2,649,944
TOTAL ASSETS oooo 6,497,924 6,410,142 3,892,988 3,745,675
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION AND STATEMENT OF FINANCIAL POSITION D000 000000000

As at 31 December 2009

ooooooooooonn
The Group The Company
ogo goo
2009 2008 2009 2008
ooooo oooono ooooo oooono
N HK$'000 HK$’000 HK$’000 HK$’000
oo ooo ooo oon ooo
EQUITY oo
Capital and reserves ooooo
Share capital oo 34 364,142 364,142 364,142 364,142
Reserves oo 85 4,805,276 4,505,489 2,559,656 2,575,355
Equity attributable to Owners of the gdoooooooono
Company 5,169,418 4,869,631 2,923,798 2,939,497
Minority interests oooooo 93,187 202,420 — —
TOTAL EQUITY oooog 5,262,605 5,072,051 2,923,798 2,939,497
LIABILITIES o
Non-current liabilities ooooo
Borrowings oo 36 285,731 48,260 152,300 3,450
Deferred tax liabilities oooooo 38 103,497 87,954 ), L7 3,951
389,228 136,214 157,617 7,401
Current liabilities oooao
Trade payables oooo 39 99,200 113,833 — =
Accrued charges, rental depositsand 0000000000
other payables ooocoo 40 397,988 207,741 15,544 9,279
Amount due to an associate ooooooooo 41 22,789 13,500 — 13,500

Amounts due to subsidiaries
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY DO OGO QOOonOO

For the year ended 31 December 2009
oooooooooooonononn

Attributable to Owners of the Company

gooooooooooo
Asset Capital
Share Share  revaluation  redemption Other  Translation Retained Minority Total
capital premium reserve reserve reserve reserve profits Total interests equity
oo 0000 000000 0ODOOO oooo oooo oooo 00 O0ODCoo oooo
(note)

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

il il
[ i

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

nnan

I oon

At 1 January 2008 0200801010 364,142 277,087 43505 13,992 86,670 257,811 2,062,620 5,006,027 12,658 5,018,685
Profit (loss) for the year 0oomooo - - - - - - 87,057 87,057 (5,305) 81,752
Other comprehensive income gooooooo

for the year - - 5,706 - (86,065) 2,563 - (77,796) (6,113) (83,909)
Total comprehensive income gooooooo

for the year - - 5,706 - (86,065) 2,563 87,057 9,261 (11,418) [2157)

Acquisition of subsidiaries (note 43) 00000Woo 430 - - - _
Incorporation of a non-wholly owned 0oooooooo

- - - - 198,958 198,958

subsidiary gooo - - - - - - - - 2,202 2,202
Transfer on disposal of leasehold goooooooo

properties - - (2154) - - - 2,154 - - -
Dividend (note 14) owaon 14 - - - - - - (145,657) (145,667) - (145,657)
At 31 December 2008 0020080 120 310 364,142 277,287 47,0657 13,992 605 260,374 2,006,174 4,869,631 202,420 5,072,051
At 1 January 2009 0200901010 364,142 2,177,281 47,057 13,992 605 260,374 2,006,174 4,869,631 202,420 5,072,051
Profit for the year oooo - - - - - - 406,278 406,278 5,052 41330
Other comprehensive income gooooo

for the year - - 18,395 - (588) 39,566 - 57373 1617 58,990
Total comprehensive income gooooooo

for the year - - 18,395 - (588) 39,566 406,278 463,651 6,669 470,320
Deemed disposal of a subsidiary gooooooooo

(note 44) - - - - - - - - (115,902) (115,902)
Dividend (note 14) - - - - - - 163,864) 163,864) - (163,864)
At 31 December 2009 0020090 120 310 364,142 277,287 65,452 13,992 7 299,940 2,248,588 5169418 93,187 5,262,600
Note: ooo

Fair value change of available-for-sale investment measured
at fair value is recognised in other comprehensive income
and accumulated in other reserve, until the available-for-sale
investment is disposed of or is determined to be impaired, at
which time the cumulative gain or loss previously accumulated in
other reserve is reclassified to profit or loss.

dooooCcbOOobOO0ooOoOobOOooOoCcbOoOooo
oooo0O0oooOobOO0oOoO0oOobOOooOooooDOo
ooooocoOobOOoocoOobOOooOoCcOoooo
oobooOooOooooooooo



Annual Report 2009 O O

CONSOLIDATED STATEMENT OF CASH FLOWS O OO0 OO OO

For the year ended 31 December 2009
oooooooooooonononn

2009 2008
ooooo ooooo
Notes HK$°000 HK$’000
oo ooo ooo
Operating activities oooo
Profit before taxation oooano 453,540 86,942
Adjustments for: ooao
Share of results of associates gooooooo (36,497) (22,472)
Share of results of jointly controlled oooooooooo
entities (8,071) 2,426
Amortisation of other asset oooooao — 1,371
Depreciation of property, plant and oooooooooo
equipment 11,202 11,614
Amortisation of land use rights ooooooo 574 46
Finance costs oooao 24,470 25,520
Change in fair value of ooooooooooo
held-for-trading investments (48,548) 35,351
Income from investment in Oo0o0ooooooooo
distressed assets through ooooooag
establishment of a special
purpose vehicle (45,866) (39,993)
Interest income gooo (116,755) (113,150)
Gain on disposal of available-for- jooooooood
sale investments (17,898) —
Impairment loss on available-for- Ogo0o0o0oooooo
sale investments — 25,390
Impairment loss on deposits, 0000o0o0o0o0oooo
prepayments and other oooad
receivables — 21,115
Gain on disposal of associates oooooooog (103,678) —
Net loss on disposal of property, 00000000000
plant and equipment oood 187 163
(Reversal of revaluation deficit) o0 ooooooo
revaluation deficit of leasehold oooo
properties (7,119) 19,141
Change in fair value of investment gooooooog
properties (58,444) 20,130
Loss on fair value change on 000000o0o0oooo
convertible note classified as oooDooooooono
financial liabilities at fair value oooooono
through profit or loss — 6,289
Change in fair value of structured goooooooooo
finance securities oad 3,174 (1,715)
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CONSOLIDATED STATEMENT OF CASH FLOWS O OO0 OO OO

For the year ended 31 December 2009
oooooooooooonononn

2009 2008
ooooo ooooo
Notes HK$°000 HK$’000
oo ooo ooo
Operating cash flows before oooDoodoooooog
movements in working capital ooo 50,271 78,168
Decrease in inventories oooa 18,753 7,611
Increase in held-for-trading ooooooog
investments (14,241) (42,248)
Decrease in trade receivables gooooa 1,310 1,454
Decrease in deposits, prepayments Ddooooooooog
and other receivables oo 737 17,910
Decrease in restricted bank balance O0O00000O0O — 163,677
(Decrease) increase in trade Doo0moomao
payables (7,560) 2,798
Decrease in amount due to holding oooooobooooobog
company of a shareholder od — (96,676)
Increase (decrease) in accrued 0do000oooooooog
charges, rental deposits and other Oo0oOo0mooao
payables 4,172 (19,970)
Cash generated from operations go0oooooao 53,442 112,724
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CONSOLIDATED STATEMENT OF CASH FLOWS O OO0 OO OO

For the year ended 31 December 2009
oooooooooooonononn

2009 2008
goood goood
Notes HK$’000 HK$’000

oo ooo oono




Silver Grant International Industries Limited OO 00000000

CONSOLIDATED STATEMENT OF CASH FLOWS O OO0 OO OO

For the year ended 31 December 2009
oooooooooooonononn

2009 2008

goood goood

Notes HK$’000 HK$’000
oo ooo oono

Financing activities oooo
Redemption of convertible note ooooooo (389,025) =
Repayment of bank loans oooooo (1,077,505) (228,926)
Dividend paid oooo (163,864) (145,657)
Bank loans raised oooodo 1,286,251 248,122
Advance from associates gooooao 150,000 —
Repayment to associates oooooooag (13,500) (264,630)
Increase in amount due to an oooooooooooao

associate from recovery of ooooooo

distressed assets 27 22,789 —
Increase in other payables from 0o0ooooooooooo

recovery of distressed assets oa 27 197,503 —
Loan from minority shareholder ofa OO0O000OOO0OO0OOOOO0O

subsidiary 1,853 20,889
Capital injection from minority oooooooag

shareholder — 2,222
Net cash from (used in) financing do0oDdd@moomon

activities 14,502 (367,980)

Net increase (decrease) incashand OO0000O00O0O0O

cash equivalents oodomO 1,184,903 (382,789)
Cash and cash equivalents at the 0oooooooooo

beginning of the year 792,376 1,152,840
Effect of foreign currency rate ooDoooood

changes 2,445 22,325
Cash and cash equivalents at the 00ooooooooo

end of the year 1,979,724 792,376

ANALYSIS OF THE BALANCES OF OO0OO0OO0OOOOODOODO
CASH AND CASH EQUIVALENTS
Bank balances and cash Oo0oooono 1,979,724 792,376
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO 0O OO0 OO

For the year ended 31 December 2009
oooooooooooonononn

1.

General

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 the annual report.

In view of the increase in the underlying investments
which are predominantly denominated in Renminbi
(“BMB”), and RMB is also the currency of the primary
economic environment in which the subsidiaries of
the Company operates, the directors re-evaluated
the functional currency of the Company and
changed the functional currency from Hong Kong
dollars (“HKD”) to RMB as RMB better reflects the
underlying transactions, event and condition that are
relevant to the Company. For the convenience of the
financial statements users, the consolidated financial
statements are presented in HKD, as the Company’s
shares are listed on the Stock Exchange.

The Company is an investment holding company and is
engaged in property investment and securities trading
and investments. The Company and its subsidiaries (the
“Group”) are principally engaged in property investment,
other investments, distressed assets business and
production and trading of petrochemical products.
Details of the principal activities of the Company’s
subsidiaries and the Group’s associates, jointly
controlled entities and the special purpose vehicle are
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO 0O OO0 OO

For the year ended 31 December 2009
oooooooooooonononn

2. Application of new and revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

In the current year, the Group has applied the
following new and revised standards, amendments
and interpretations (“new and revised HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”).

HKAS 1 (Revised 2007) Presentation of financial statements

HKAS 23 (Revised 2007)  Borrowing costs

HKAS 32 & 1 Puttable financial instruments and
(Amendments) obligations arising on liquidation
HKFRS 1 & HKAS 27 Cost of an investment in a subsidiary,

(Amendments) jointly controlled entity or associate
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO 0O OO0 OO

For the year ended 31 December 2009
oooooooooooonononn

2.

Application of new and revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

New and revised HKFRSs affecting the reported
results and/or financial position

HKAS 23 (Revised 2007) Borrowing costs

In previous years, the Group expensed all borrowing
costs that were directly attributable to the acquisition,
construction or production of a qualifying asset
when they were incurred. HKAS 23 (Revised 2007)
removes the option previously available to expense
all borrowing costs when incurred. The adoption of
HKAS 23 (Revised 2007) has resulted in the Group
changing its accounting policy to capitalise all such
borrowing costs as part of the cost of the qualifying
asset. The Group has applied the revised accounting
policy to borrowing costs relating to qualifying assets
for which the commencement date for capitalisation
is on or after 1 January 2009 in accordance with
the transitional provisions in HKAS 23 (Revised
2007). The revised accounting policy does not
have a material effect on the reported results and
financial position of the Group for the current or prior
accounting periods.

The Group has not early applied the following
new and revised standards, amendments or
interpretations that have been issued but are not yet
effective.

HKFRSs (Amendments) ~ Amendment to HKFRS 5 as part of

Improvements to HKFRSs 2008'

HKFRSs (Amendments)  Improvements to HKFRSs 2009

HKAS 24 (Revised) Related party disclosures’

HKAS 27 (Revised) Consolidated and separate financial

statements’

2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO 0O OO0 OO

For the year ended 31 December 2009
oooooooooooonononn

2.

Application of new and revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

(Continued)

HKAS 32 (Amendment)

HKAS 39 (Amendment)

HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 9

HK(IFRIC) — Int 14
(Amendment)

HK(IFRIC) — Int 17

HK(IFRIC) — Int 19

July 2009.

Classification of rights issues’
Eligible hedged items’

Additional exemptions for first-time
adopters®

Limited exemption from comparative
HKFRS 7 disclosures for first-time
adopters’

Group cash-settled share-based
payment transactions’

Business combinations’

Financial instruments’

Prepayments of a minimum funding
requirement’

Distributions of non-cash assets to
owners'

Extinguishing financial liabilities with
equity instruments’®

Effective for annual periods beginning on or after

Effective for annual periods beginning on or after

July 2009 and 1 January 2010, as appropriate.

July 2010.

January 2011.

Effective for annual periods beginning on or after
January 2010.
Effective for annual periods beginning on or after
February 2010.
Effective for annual periods beginning on or after

Effective for annual periods beginning on or after

Effective for annual periods beginning on or after
January 2013.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO 0O OO0 OO

For the year ended 31 December 2009
oooooooooooonononn

2.

Application of new and revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

The application of HKFRS 3 (Revised) may affect
the Group’s accounting for business combination for
which the acquisition date is on or after 1 January
2010. HKAS 27 (Revised) will affect the accounting
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO 0O OO0 OO

For the year ended 31 December 2009
oooooooooooonononn

3.

Significant accounting policies

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:

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 subsidiaries). 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.

goooon
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO 0O OO0 OO

For the year ended 31 December 2009
oooooooooooonononn

3.

Significant accounting policies (Continued)
Basis of consolidation (Continued)

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.

Business combinations

The acquisition of businesses is accounted for using
the purchase method. The cost of the acquisition
is measured at the aggregate of the fair values,
at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued
by the Group in exchange for control of the acquiree,
plus any costs directly attributable to the business
combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the
conditions for recognition under HKFRS 3 Business
Combinations are recognised at their fair values at
the acquisition date.

Goodwill arising on acquisition is recognised as an
asset and initially measured at cost, being the excess
of the cost of the business combination over the
Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities recognised.
If, after reassessment, the Group’s interest in the
net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities exceeds the cost of
the business combination, the excess is recognised
immediately in profit or loss.
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For the year ended 31 December 2009
oooooooooooonononn

3.

Significant accounting policies (Continued)
Business combinations (Continued)

The interest of minority shareholders in the acquiree
is initially measured at the minority’s proportion of the
net fair value of the assets, liabilities and contingent
liabilities recognised.

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).

Goodwill arising on acquisitions on or after 1
January 2005

Goodwill arising on an acquisition of a business for
which the agreement date is on or after 1 January
2005 represents the excess of the cost of acquisition
over the Group’s interest in the fair value of the
identifiable assets, liabilities and contingent liabilities
of the relevant business at the date of acquisition.
Such goodwill is carried at cost less any accumulated
impairment losses.
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For the year ended 31 December 2009
oooooooooooonononn

3.

Significant accounting policies (Continued)
Goodwill (Continued)

Goodwill arising on acquisitions on or after 1
January 2005 (Continued)

Goodwill arising on an acquisition of a business is
carried at cost less any accumulated impairment
losses and is presented separately in the
consolidated statement of financial position.

For the purposes of impairment testing, goodwill
arising from an acquisition is allocated to each of the
relevant cash-generating units, or groups of cash-
generating units, that are expected to benefit from
the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested
for impairment annually, and whenever there is an
indication that the unit may be impaired. For goodwill
arising on an acquisition in a financial year, the cash-
generating unit to which goodwill has been allocated
is tested for impairment before the end of that
financial year. When the recoverable amount of the
cash-generating unit is less than the carrying amount
of the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to the
unit first, and then to the other assets of the unit
pro rata on the basis of the carrying amount of each
asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss. An impairment
loss for goodwill is not reversed in subsequent
periods.

On subsequent disposal of the relevant cash-
generating unit, the attributable amount of goodwill
capitalised is included in the determination of the
amount of profit or loss on disposal.
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3.

Significant accounting policies (Continued)

Investments in subsidiaries, associates and
jointly controlled entities

Investments in subsidiaries, associates and jointly
controlled entities are stated in the Company’s
statement of financial position at cost less any
identified impairment loss. Income from investments
in subsidiaries, associates and jointly controlled
entities is accounted for by the Company when the
Company’s right to receive the dividend payment has
been established.

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. Significant influence is
the power to participate in the financial and operating
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3.

Significant accounting policies (Continued)
Investments in associates (Continued)

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised
as goodwill. The goodwill is included within the
carrying amount of the investment and is not tested
for impairment separately. Instead, the entire carrying
amount of the investment is tested for impairment
as a single asset. Any impairment loss recognised is
not allocated to any asset, including goodwill, that
forms part of the carrying amount of the investment
in the associate. Any reversal of impairment loss is
recognised to the extent that the recoverable amount
of the investment subsequently increases.

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.

Joint ventures

Jointly controlled entities

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.
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3. Significant accounting policies (Continued)
Joint ventures (Continued)
Jointly controlled entities (Continued)

The results and assets and liabilities of jointly
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3.

Significant accounting policies (Continued)
Joint ventures (Continued)
Jointly controlled entities (Continued)

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.

When a group entity transacts with a jointly controlled
entity of the Group, profits or losses are eliminated
to the extent of the Group’s interest in the jointly
controlled entity.

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 and 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 profit or loss in the period in
which the item is derecognised.
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3.

Significant accounting policies (Continued)
Property, plant and equipment

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

Construction in progress includes property, plant
and equipment in the course of construction for
production or for its own use purposes. Construction
in progress is carried at cost less any recognised
impairment loss. Construction in progress is
classified to the appropriate category of property,
plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the
same basis as other property assets, commences
when the assets are ready for their intended use.

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.

Leasehold land and buildings held for use in
the production or supply of goods or services,
or for administrative purposes, are stated in the
consolidated statement of financial position at their
revalued amount, being the fair value at the date
of revaluation less any subsequent accumulated
impairment losses and subsequent accumulated
depreciation. Revaluations are performed with
sufficient regularity such that the carrying amount
does not differ materially from that which would
be determined using fair values at the end of the
reporting period.
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3.

Significant accounting policies (Continued)
Property, plant and equipment (Continued)

Any revaluation increase arising on revaluation of
leasehold land and buildings is recognised in other
comprehensive income and accumulated in asset
revaluation reserve, except to the extent that it
reverses a revaluation decrease of the same asset
previously recognised in profit or loss, in which case
the increase is credited to profit or loss to the extent
of the decrease previously charged. A decrease in
net carrying amount arising on revaluation of an asset
is recognised in profit or loss to the extent that it
exceeds the balance, if any, on the asset revaluation
reserve relating to a previous revaluation of that
asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus is
transferred to retained profits.

Depreciation is provided to write off the cost or fair
value of property, plant and equipment other than
construction in progress over their estimated useful
lives, using the straight line method.

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 profit or loss in the period in which the item is
derecognised.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold and services
provided in the normal course of business, net of
discounts and sales related tax.
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3.

Significant accounting policies (Continued)
Revenue recognition (Continued)

The income from investment in distressed assets
through establishment of a special purpose vehicle
is recognised on a time basis by reference to the
estimated future cash flows and at the 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 on initial recognition.

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 exactly discounts the estimated future cash
receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial
recognition.

Commission income is recognised when services are
provided.

Sales of petrochemical products are recognised
when goods are delivered and title have passed.

Property management fee income is recognised
when management service is rendered.

Rental income under operating leases is recognised
on a straight line basis over the term of the leases.

Dividend income from investments is recognised
when the shareholders’ rights to receive the payment
have been established.
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3.

Significant Accounting Policies (Continued)
Financial instruments

Financial assets and financial liabilities are recognised
in the statement of financial position 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
three categories: financial assets at fair value through
profit or loss (“FVTPL"); 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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3.

Significant Accounting Policies (Continued)
Financial assets (Continued)
Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees, points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset,
or, where appropriate, a shorter period to the net
carrying amount on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments other than those financial
assets classified as at FVTPL, of which interest
income is excluded in net gains or losses.

Financial assets at fair value through profit or loss

Financial assets at FVTPL has two subcategories,
including financial assets held for trading and those
designated as at FVTPL on initial recognition.

A financial asset is classified as held for trading if:

° it has been acquired principally for the purpose
of selling in the near future; or

° it is a part of an identified portfolio of financial
instruments that the Group manages together
and has a recent actual pattern of short-term
profit-taking; or

° it is a derivative that is not designated and
effective as a hedging instrument.
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3.

Significant Accounting Policies (Continued)
Financial assets (Continued)

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

A financial asset other than a financial asset held for
trading may be designated as at FVTPL upon initial
recognition if:

° such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

° the financial asset 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 FVTPL.

Financial assets at FVTPL are measured at fair value,
with changes in fair value arising from remeasurement
recognised directly in profit or loss in the period in
which they arise. The net gain or loss recognised
in profit or loss excludes any dividend or interest
earned on the financial assets.
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3.

Significant Accounting Policies (Continued)
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. Subsequent to
initial recognition, loans and receivables (including
trade receivables, deposits and other receivables,
amounts due from associates/jointly controlled
entities/subsidiaries, bank balances and cash and
loan receivables) are carried at amortised cost using
the effective interest method, less any identified
impairment losses.

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.

Available-for-sale financial assets are measured at
fair value at the end of the reporting period. Changes
in fair value are recognised in other comprehensive
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3. Significant Accounting Policies (Continued)
Financial assets (Continued)

Loans and receivables — investment in
distressed assets through establishment of a
special purpose vehicle

Investment in distressed assets through establishment
of a special purpose vehicle 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 are measured
as the difference between the carrying amount
of the investment in distressed assets through
establishment of a special purpose vehicle and the
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3. Significant Accounting Policies (Continued)
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
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3.

Significant Accounting Policies (Continued)
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 FVTPL 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
(including all fees, points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
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3. Significant accounting policies (Continued)

Financial liabilities and equity (Continued)

Convertible note at fair value through profit or

loss

Financial liabilities at FVTPL represent convertible
note designated at fair value through profit or loss on

initial recognition.

A financial liability may be designated as at FVTPL

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 FVTPL.

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 FVTPL on initial recognition.

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.
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3.

Significant accounting policies (Continued)
Financial liabilities and equity (Continued)

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

Subsequent to initial recognition, 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, trade
payables, accrued charges and other payables,
amounts due to subsidiaries and amount due to an
associate 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.

Derecognition

Financial assets are derecognised when the rights
to receive cash flows 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 been recognised in
other comprehensive income is recognised in profit
or loss.

8.
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3.

Significant Accounting Policies (Continued)

Impairment losses other than goodwill (see the
accounting policy in respect of goodwill above)

At the end of the reporting period, the Group reviews
the carrying amounts of its assets to determine
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3. Significant Accounting Policies (Continued)
Taxation (Continued)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all
deductible temporary difference to the extent that
it is probable that taxable profits will be available
against which those 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 other assets and liabilities
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3.

Significant Accounting Policies (Continued)
Taxation (Continued)

Deferred tax assets and liabilities are measured
at the tax rates that are expected to apply in the
period in which the liability is settled or the asset
is realised, based on tax rate (and tax laws) that
have been enacted or substantively enacted by the
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3.

Significant Accounting Policies (Continued)
Foreign currencies (Continued)

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period
in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried
at fair value are included in profit or loss for the
period, except for exchange differences arising on
the retranslation of non-monetary items in respect
of which gains and losses are recognised directly in
other comprehensive income, in which cases, the
exchange differences are also recognised directly in
other comprehensive income.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
group entities which are stated at functional currency
other than HKD are translated into the presentation
currency of the Group (i.e. HKD) at the rate of
exchange prevailing at the end of the reporting
period, and their income and expenses are translated
at the average exchange rates for the year. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity
(the translation reserve). Exchange differences in
relation to foreign operations are recognised in profit
or loss in the period in which the foreign operation is
disposed of.
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3.

Significant Accounting Policies (Continued)
Foreign currencies (Continued)
Change in functional currency

Functional currency of a group entity is changed only
if there is a change to the underlying transactions,
events and conditions relevant to the entity. The
effect of a change in the translation functional
currency is accounted for prospectively. At the date
of change, the entity translates all items into the new
functional currency using the prevailing exchange rate
at that date and the resulting translated amounts for
non-monetary items are treated as the historical cost.
Exchange differences arising from the translation of
foreign operations recognised in translation reserve
are not recognised in profit or loss until the disposal
of the operation.

Leasing

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other
leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of
the relevant lease.

The Group as lessee

Operating lease payments are recognised as an
expense on a straight-line basis over the term of
the relevant lease. Benefits received and receivable
as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the
lease term on a straight-line basis.
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3.

Significant Accounting Policies (Continued)
Leasing (Continued)
The Group as lessee (Continued)

Land use rights represent the prepaid lease payments
of leasehold interests in land under operating lease
arrangements which is classified as medium-term
lease other than those held to earn rentals and/or
for capital appreciation purpose and classified as
investment properties which is carried at fair value.

Leasehold land and buildings

The land and building elements of a lease of land and
building are considered separately for the purpose
of lease classification. Leasehold land which title is
not expected to pass to the lessee by the end of the
lease term is classified as an operating lease unless
the lease payments cannot be allocated reliably
between the land and building elements, in which
case, the entire contract is classified as a finance
lease. To the extent the allocation of the lease
payments can be made reliably, leasehold interests
in land are accounted for as land use rights except
for those that are classified and accounted for as
investment properties under the fair value model.

Retirement benefit costs

Payments to the state-managed retirement benefit
schemes for staff in the People’s Republic of China,
excluding Hong Kong and Macau (the “PRC”),
and to the Mandatory Provident Fund Scheme for
staff in Hong Kong are charged as expense when
employees have rendered service entitling them to
the contributions.
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4.

Key sources of estimation uncertainty

The key assumptions concerning the future, and
other key sources of estimation uncertainty at the
end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next
financial year, are discussed below.

Estimated cash flows of the distressed assets
and investment in distressed assets through
establishment of a special purpose vehicle

As at 31 December 2009, the carrying amounts
of investment in distressed assets through
establishment of a special purpose vehicle
was HK$144,201,000 (2008: HK$148,247,000).
Determining the recoverability of investment in
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4.

5a.

Key sources of estimation uncertainty
(Continued)

Determination of fair value of structured finance
securities

The Group’s investment in structured finance
securities represent a debt security with interest
payments based on United States Treasury
Bond and distribution from preference shares in
a private company which invests in a portfolio
of asset-backed securities. The fair value of the
structured finance securities is determined by the
directors with reference to the valuation provided
by the counterparty financial institution. Details of
assumptions used to determine the quoted price by
the counterparty financial institution are set out in
note 24.

During the year ended 31 December 2009, the
Group had loss of HK$3,174,000 (2008: gain of
HK$1,715,000) from the change in fair value of the
structured finance securities.

Capital risk management

The Group manages its capital to ensure that entities
in the Group will be able to continue as a going
concern while maximising the return to shareholders
through the optimisation of the debt and equity
balance. The Group’s overall strategy remains
unchanged from prior year.

The capital structure of the Group consists of net
debt, which includes the borrowings, net of cash and
cash equivalents and equity attributable to owners
of the Company, comprising issued share capital,
reserves and retained profits.

The management of the Group reviews the capital
structure on a continuous basis taking into account
the cost of capital and the risk associated with the
capital. The Group will balance its overall capital
structure through new share issues and the issue of
new debt or the redemption of the existing debt.

5a.
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5b. Financial instruments
Categories of financial instruments

The Group The Company
ooo ooo
2009 2008 2009 2008
O0O00O0 [pupepeiepmiy (10000 NeEeksiays
HK$’000 HK$’000 [l & ele]o] HK$’000
ooo oon ooo oono

Financial assets ooono
FVTPL O00oooooOoo
oad

— Held-for-trading —0ooogd 132,816 70,027
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5b. Financial instruments (Continued)

Financial risk management objectives and

policies

The Group’s and the Company’s major financial
instruments include structured finance securities,
available-for-sale investments, investment in
distressed asset through establishment of a special
purpose vehicle, held-for-trading investments,
amounts due from subsidiaries, associates and
jointly controlled entities, trade receivables, deposits
and other receivables, loan receivables, bank
balances and cash, trade payables, other payables
and accrued charges, amount due to an associate,
amounts due to subsidiaries, borrowings and
convertible note at fair value through profit or loss.
The risks associated with these financial instruments
and the policies on how to mitigate these risks
are set out below. The management manages and
monitors these exposures to ensure appropriate
measures are implemented on a timely and effective

manner.

There has been no significant change to the Group’s
and the Company’s exposure to market risks or the
manner in which it manages and measures the risk

from prior year.
Market risks

Interest rate risk management

The Group’s fair value interest rate risk as at 31
December 2009 relates primarily to its fixed-rate PRC
government bonds, fixed-rate amounts due from
jointly controlled entities, fixed-rate loan receivables
and fixed-rate other payable. The Group’s fair value
interest rate risk as at 31 December 2008 related
primarily to its fixed-rate PRC government bonds,
fixed-rate amounts due from associates and jointly
controlled entities, fixed-rate loan receivables,
fixed-rate other payable, fixed rate borrowings and
convertible note. The Company’s fair value interest
rate risk as at 31 December 2009 relates primarily
to its amounts due from subsidiaries and jointly
controlled entities and fixed-rate loan receivables.
The Company’s fair value interest rate risk as at 31
December 2008 relates primarily to its amounts due
from subsidiaries and jointly controlled entities and

convertible note.
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5b. Financial instruments (Continued)

Market risks (Continued)

Interest rate risk management (Continued)

The Group’s cash flow interest rate risk as at
31 December 2009 primarily relates to its bank
balances carried at prevailing deposit rate, floating-
rate borrowings and other payable to minority
shareholder of a subsidiary. The Group’s cash flow
interest rate risk as at 31 December 2008 primarily
related to its bank balances carried at prevailing
deposit rate, floating-rate borrowings and other
payable to minority shareholder of a subsidiary.
The Company’s cash-flow interest rate risk as at
31 December 2009 principally related to its bank
balances carried at prevailing deposit rate, amounts
due from subsidiaries and floating-rate borrowings.
The Company’s cash flow interest rate risk as at
31 December 2008 primarily relates to its bank
balances, amounts due from subsidiaries and
floating-rate borrowings.

The Group and the Company has not used any
interest rate swaps in order to mitigate its exposure
associated with fluctuations relating to interest cash
flows. However, the management monitors interest
rate exposure and will consider other necessary
actions when significant interest rate exposure is
anticipated. In addition, the Group has concentration
risk on its floating rate bank balances and borrowings
which expose the Group significantly towards the
change in the People’s Bank of China interest rate.

5. OO0 OO
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5b. Financial instruments (Continued)

Market risks (Continued)

Interest rate risk management (Continued)

The sensitivity analyses below have been determined
based on the exposure to the floating-rate
borrowings and other payable to minority shareholder
of a subsidiary, floating-rate amounts due from
subsidiaries and variable-rate bank balances at
the end of the reporting period and the reasonably
possible change taking place at the beginning of
each year and held constant throughout the year.
The directors remained using 150 basis points for
assessing interest rate risk on the above balances
(except for bank balances) after considering the
impact of the volatile financial market conditions.
The directors used 10 (2008: 50) basis points
for assessing interest rate risk on bank balances
because they considered that the fluctuations on
the interest rate on bank balances would be less
significant. If interest rates had been 150 basis points
(2008: 150 basis points) higher/lower for the above
balances (except for bank balances) and 10 basis
points (2008: 50 basis points) higher/lower for bank
balances and all other variables were held constant,
the potential effect on post-tax profit for the year is
as follows:

5b.
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The Group The Company
ooo ood
2009 2008 2009 2008
oooono ooooo goooa oOoooao
HK$’000 HK$’000 HK$’000 HK$’000
ooo ooo ooo ooo
Increase/decrease in post- OO0 OO0OO0O0O0O
tax profit for the year oo (4,349) 613 907 2,689
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5b. Financial instruments (Continued)

Market risks (Continued)

Foreign currency risk management

As at 31 December 2008, the directors considered
that the Group’s and the Company’s exposure to
foreign currency risk is primarily arisen from the
amounts due from subsidiaries of HK$1,980,307,000
which were denominated in RMB, which were
not denominated in the functional currency of the
Company. After the Company changed its functional
currency from HKD to RMB during the year ended
31 December 2009, the Group’s and the Company’s
exposure to foreign currency risk is primarily
arisen from the amounts due from subsidiaries of
HK$422,762,000 which were denominated in HKD.

The major financial assets and liabilities of the
Group denominated in currencies other than the
functional currency of the respective group entities
are amounts due from jointly controlled entities, bank
balances and cash, loan receivables, borrowings
and convertible note. The major financial assets and
liabilities of the Company denominated in currencies
other than the Company’s functional currency are
amounts due from/(to) subsidiaries, amounts due
from jointly controlled entities, bank balances and
cash, loan receivables, borrowings and convertible
note. Other than the items stated above, the directors
consider that the Group’s exposure to foreign
currency exchange risk is insignificant as the majority
of the Group’s transactions are denominated in the
functional currency of each individual group entity.
The equivalent amount of HKD are set out below:

5b. OO0 oo

oobowwoo

oooooo

ooooOoObOOO0oooooobboo
ooooObOoOOooooooboboon
oooooooboi,980,307,0000
ooooboOoooO0ooobooDbo
ooooobooboobooobo
ooooboooooooooboboog
oobooobooboobooDbo
ooooOoOoooooooobbooo
ooo0D0DDbO00000D0o422,762,000
oobooobOooon

ooooboboOoooooooboboo
ooooooooooooooboobooo
oooobooooooobooDbo
ooooObObOOooooooobobooo
oooooboooooooooooog
ooooObObOOoooooobboo
oooobObOoooooobobbooo
ooooooooooooooooo
oooooObOOooooooobobooo
ooooboboOoooooooobobooo
oooooooooooooboboog
oooooObOoOoooooobboo
oobooooboooo



Silver Grant International Industries Limited OO 00000000

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO OO OO OO

For the year ended 31 December 2009

oooooooooooooooon

5b.

Financial instruments (Continued)

5b. 00O oo

Market risks (Continued) oo0ooo
Foreign currency risk management (Continued) ooooooron
The Group The Company
ooog ooo
2009 2008 2009 2008
oooo ooooo goooa oOoooao
HK$’000 HK$’000 HK$’000 HK$’000
ooo ooo ooo ooo
Amounts due from 0000000 O
subsidiaries
— HKD —0ag — — 422,762 —
— RMB — 0ooag — = — 1,980,307
— — 422,762 1,980,307
Amounts due from jointly O0o0D0OO00OoOooo
controlled entities
— United States Dollars — [0a 39,891 59,250 39,891 59,250
— RMB —O0og — 3,824 — 3,824
39,891 63,074 39,891 63,074
Bank balances and cash Oooooo0o
— HKD — 0ad 871,379 1,754 464,323 —
— United States Dollars — 0o 3,960 2,708 1,519 449
— RMB —O0oag — 13,535 — 18,555
875,339 17,997 465,842 13,984
Convertible note goooo
— United States Dollars — Qoo — 389,025 — 389,025
Loan receivables oooo
— United States Dollars — Qoo 78,000 — 78,000 —
Amounts due to gooooooo
subsidiaries
— HKD —0ag — — 6,992 —
— United States Dollars — 0o — — 687,887 —
— — 694,879 —
Borrowings oad
— HKD —0ag 253,450 — 253,450 —
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5b. Financial instruments (Continued) 5b. O00O0ODOO
Market risks (Continued) ooomoo
Foreign currency risk management (Continued) ooooooioo
Basis of sensitivity analysis as at 31 December 2008: 00000 O0O00o0ooOoOooOoooan
ood
Before the change in functional currency from HKD Oo0o0o0o0DoooOooooooao
to RMB, the directors considered that, as HKD is odoooDoOooooooooooog
pegged to United States dollars, the subsidiaries Oo0o0o0DoDoo0ooooooooon
with HKD as functional currency are not subject O000Oo0o00O0oooOoooooan
to significant foreign currency risk from change in O0000oDoDooDooooooo
foreign exchange rate of HKD against United States O00000oOooDoooooooog
dollars and hence only consider the sensitivity of O00o00O00o0ooDoooooooo
the change in foreign exchange rate of HKD against 0000o0D000o0ooooOoOoon
currencies other than United States dollars. The oooooboooooooooboboboog
sensitivity analysis for relevant subsidiaries with oo0o0oooooi10%uoooonog
functional currencies not denominated in HKD but 00D0000oDoDooDOooooooo
having bank balances deposited in HKD are also O0O0DOD0OO010% 0000000
excluded as the amount is insignificant. As a result 000000000o0o0ODoOoO0oOooon
of the volatile financial market, the directors using 00000 000o0oooooOoon
10% for the purpose of assessing foreign currency o0o0o0DoDoo0oooooooooan
risk. The sensitivity analysis below demonstrated OoDoOooobDOooi10%u0o0onoag
the effect of the foreign exchange differences by oo0Oo0O.D0O0010%0000000
10% change in exchange rate of the functional 0000000oooDooooooog
currencies against the relevant foreign currencies of oooDoodoDooooog
the Company and respective subsidiaries, assuming
all other variables were held constant. A positive
number below indicates an increase in post-tax profit
where the functional currencies weaken 10% against
the relevant foreign currencies of the Company and
respective subsidiaries. For a 10% strengthening
of the functional currencies of the Company and
respective subsidiaries, there would be an equal and
opposite impact on the profit for the year.
The Group The Company
ooo ooo
2009 2008 2009 2008
O00CO peiepeieieies (10000 EeEeEsisps|
HK$’000 HK$’000 HK$°000 HK$’000
oon oon oono oon
Profit or loss — post-tax ooood 46,766 199,978 5,817 199,767
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5b. Financial instruments (Continued) 5b. O00O0ODOO

Market risks (Continued)

Price risk management

Equity and debt investments

As at 31 December 2009 and 2008, the Group is
exposed to equity securities price risk through its
available-for-sale equity investments and held-for-
trading investments and debt securities price risk
through its investments in PRC government bonds.
In addition, as at 31 December 2008, the Group
was exposed to security price risk in respect of
the conversion option embedded in the convertible
note which allows the note holder to convert to the
Company’s ordinary shares. However, sensitivity
analysis in relation to the impact on fair value of the
embedded option due to change in Company’s share
price and share price volatility is not presented as
the entire convertible note was redeemed during the
year. For available-for-sale investments measured at
cost less impairment, as the fair value could not be
measured reliably, they have not been included in the
sensitivity analysis.
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5b. Financial instruments (Continued)

Market risks (Continued)

Price risk management (Continued)

Equity and debt investments (Continued)

The sensitivity analysis below have been determined
based on the exposure to equity and debt price
risks at end of the reporting period. If the prices of
the respective available-for-sale equity investments
in listed equity securities and held-for-trading
investments had been 10% (2008: 10%) higher/lower,
assuming all other variables were held constant, the
impact to the Group and the Company would be:

O

5b. OO0 Ouoo
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The Group The Company
ooo ooo

2009
goood

HK$’000
onoo

2008 2009 2008
OOoO00O0 |[epepspspnies (10000
HK$’000 HK$’000 HK$’000
ooo ooo ooo

Held-for-trading ooooood
investments:
Increase/decrease in post- O0OO0OOO
tax profit for the year ooooo 13,282 7,003 4,032 1,637
Available-for-sale ooooodo
investments:
Increase/decrease in other OO OOOOOOOO
comprehensive income ooooooooo
(net of tax) (2008: ooooooooo
Increase/decrease in oooooo
post-tax profit for the
year) 425 4,881 — =

10% (2008: 10%) change in equity and debt
investment price represents the directors’
assessment of the reasonably possible change in
equity price.

10% 00000010%
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5b. Financial instruments (Continued) 5b. O00O0ODOO

Market risks (Continued)

Price risk management (Continued)

Equity and debt investments (Continued)

As at 31 December 2009 and 2008, the Group is
exposed to concentration risk on the available-for-
sale investment in listed equity securities and held-
for-trading investments as they comprise equity
shares issued by several companies listed on the
Stock Exchange (2008: New York Stock Exchange
and the Stock Exchange).

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The management
monitors the utilisation of bank borrowings and
ensures compliance with loan covenants.

Liquidity tables

The following table details the Group’s and the
Company’s remaining contractual maturity for its
non-derivative financial liabilities based on the agreed
repayment terms. The table has been drawn up
based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the
Group and the Company can be required to pay. The
table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from existing interest
rate at the end of the reporting period.
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5b. Financial instruments (Continued)
Liquidity risk (Continued)

Liquidity tables (Continued)

The Group
Total
undiscounted
Less than 6 months More than cashflow Carrying
6 months to 1 year 1-2 years 2-5 years 5 years 0ooo value
goooo  pOooooo oooo oooo 0000 0oooo 0oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oonn oonn oonn oonn oonn oonn oonn
As at 31 December goooooooo
2009 oooo
Trade payables oooo 99,200 = = = = 99,200 99,200
Other payebles ooooo 368,985 = = = = 368,985 368,985
Amount due to goooooooo
an associate 22,789 - - - - 22,789 22,789
Borrowings 0l 97,123 95,663 188,616 100,588 10,160 492,150 464,789
588,097 95,663 188,616 100,588 10,160 983,124 955,763
As at 31 December oooooooeo
2008 oooo
Trade payables oooo 113,833 = = = = 113,833 113,833
QOther payebles 0oooo 192,164 - - - - 192,164 192,164
Amount due to an ooooooooo
associate 13,500 = = = = 13,500 13,500

Borrowings oo
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5b. Financial instruments (Continued)

Liquidity risk (Continued)

5. OO0 WOO

ooboowoo

Liquidity tables (Continued) ooooomoon
The Company oono
Total
undiscounted
Less than 6 6 months cashflow Carrying
months to 1 year 1-2 years 2-5 years 0oooo value
goooo oooooo oooo gooo oooo 0oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oon oon oon oon oog oon
As at 31 December 2009 000000000
0ooo
Other payebles ooooo 19,544 - - - 19,544 15,544
Amounts due to subsidiaries OOO00O00 694,879 - - - 694,879 694,879
Borrowings oo 53,335 52,792 104,468 52,296 262,891 253,450
763,758 52,792 104,468 52,296 973,314 963,873
As at 31 December 2008 000000000
oooo
QOther payables ooooo 1,208 - - - 1,208 1,208
Amount due to an associate  0OO0COO00 13,500 - - - 13,500 13,500
Amounts due to subsidiaries 0OO0O00000 385,823 - - - 385,823 385,823
Borrowings oo 699 699 1,335 2,547 5,280 4,600
Gonvertible note (Note) 00000ooon 389,025 - - - 389,025 389,025
790,255 699 1,335 2,547 794,836 794,156
Note: ooo

As at 31 December 2008, the undiscounted cash flow of
convertible note is based on the actual redemption amount
as it has been fully redeemed during the year ended 31

December 2009.

The amounts included above for variable interest rate

instruments for non-derivative financial liabilities is

subject to change if changes in variable interest rates

differ to those estimates of interest rates determined

at the end of the reporting period.

goooOooooOooooOOoooOOoooboo
joobOooobOooobOOoooOOoooo
gooboooobooooOOoooOOoooo
oooooo

ooooooooooooooboobooo
ooooboooooooobboo
ooboooobooo
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5b. Financial instruments (Continued)

Credit risk

The Group’s and Company’s maximum exposure
to credit risk in the event of the counterparties
failure to perform their obligations as at the end
of the reporting period in relation to each class of
recognised financial assets is the carrying amount
of those assets as stated in the consolidated
statement of financial position and Company’s
statement of financial position respectively. The
Group has significant concentration of credit risk in
respect of other receivables, especially for amounts
due from a buyer of the disposed associate of
HK$236,880,000 (2008: amount due from buyer
of the disposed subsidiaries of HK$165,620,000),
amounts due from two associates of HK$102,397,000
(2008: HK$982,626,000), amounts due from two
jointly controlled entities of HK$98,080,000 (2008:
HK$63,074,000), loan receivables from three
independent third parties of total HK$451,726,000
(2008: HK$79,790,000) and the cash collected
from distressed asset but not yet distributed (as
detailed in note 27) of HK$100,993,000 (2008:
HK$144,299,000). The Company has concentration
risk with respect to its amounts due from subsidiaries
of HK$2,287,967,000 (2008: HK$3,096,753,000)
which are mainly due from ten subsidiaries. In
order to minimise the credit risk, the Group and the
Company review the recoverable amount of each
individual debt and each major counterparty noted
in other receivables, associates and jointly controlled
entities, loan receivables and the cash collected from
distressed asset but not yet distributed throughout
the year to ensure that adequate impairment losses
are made for irrecoverable amounts at the end of
the reporting period. In this regard, the Group and
the Company consider that the Group’s and the
Company’s credit risk are significantly reduced.

5b. OO0 Ouoo

gooo

oooooooobOoobooDbao
oooobooooooooooog
oooooooOooboooonoad
ooobOooooooooobbooo
oooobooooooooooog
ooobObOoO00oooooObbO00
oooooobOooooooobbooo
ooob0ObO0o00ooo 236,880,000
0MmooobobOoobOooboo
O0oiese2000000@OO0OO
Oo0000102,397,0000 (DOOO
0009826260000 0 0O0O0OO
ooo0OD000esn80,0000 MO0
ooooesor400000 M O0O0Og
oooo0ObOO0O0o0odoao 451,726,000
OO0 000 oov9, 9000000
ooooobooooobobooOmog
0 02700 100,993,0000 MO O
0O 0 00144,299,0000 O O O O
oooobooooooooooog
0 2,287,967,0000 (O OOOOO
3,096,753,0000 0 00 00 O0DOO0O
oooooooocbooobuoooog
ooobOoOO00ooooooobobboo
oooobooooobooooooag
oooboobooobooobuooog
ooobOoOO00ooooooobobboo
ooooboObooooooooboboo
ooooooooooooooboobooo
ooobOoO0ooooooooboobooo
oobooooboooboooobo
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5b. Financial instruments (Continued)

Credit risk (Continued)

The Group has a concentration of credit risk on liquid
funds deposited with a few major banks. However,
the credit risk on ligquid funds is limited because the
counterparties are banks with good reputation.

The Group has exposure to credit risk in respect
to its investment in distressed assets through
establishment of a special purpose vehicle. The
underlying assets of the distressed assets are debts
that are either already in default, under bankruptcy
protection, or in distress and heading toward such
a condition. The collectivity of these debts might
affect the amount recoverable from the investment in
distressed assets through establishment of a special
purpose vehicle.

Fair value

The fair value of financial assets and financial
liabilities are determined as follows:

° the fair value of financial assets with standard
terms and conditions and traded on active
liquid markets are determined with reference to
quoted market bid prices;

° the fair value of structured finance securities
is determined with reference to the valuation
provided by the counterparty financial
institution. Major assumptions are stated in note
24;

° the fair value of other financial assets and
financial liabilities (excluding derivative
instruments) are determined in accordance
with generally accepted pricing models based
on discounted cash flow analysis using prices
or rates from observable current market
transactions as inputs; and

5b. OO0 Ouoo

oobowwog

ooooObOoOOooooooboboon
goooooooooooobooboog
ooooObObOOO0ooooooODbDbOOO
oobooooboooo

ooooObObOO0ooooooObDbOOO
oooobOooooooobobbooo
ooooooooooooooboobooo
ooooObOoOoooooobobDboo
oooobOoOoooooooboobooo
oono

oon

oooobOoOoooooooboobooo
oo

° gboobooooobooooboo
goooboobobooboooboo
gboobOooboobooobo
oono

° gboobOooboobooobo
obooooooobooobo
ogoobogez4000

° gjodoooooomooo

gooomooooooooo
goooboooooboooboo
gboobOoobooboooDbo
goooooooo
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5b. Financial instruments (Continued)

Fair value (Continued)

° the fair value of option-based derivative
instruments (as included in convertible note),
is estimated using option pricing model (the
Binomial model).

The directors consider that the carrying amounts
of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial
statements approximate their fair values.

Fair value measurements recognised in the
consolidated statement of financial position and
statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to
3 based on the degree to which the fair value is
observable.

° Level 1 fair value measurements are those
derived from quoted prices (unadjusted) in
active market for identical assets or liabilities.

° Level 2 fair value measurements are those
derived from inputs other than quoted prices
included within Level 1 that are observable
for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

° Level 3 fair value measurements are those
derived from valuation techniques that include
inputs for the asset or liability that are not
based on observable market data (unobservable
inputs).

5b. OO0 Ouoo

oowoo

° gboobOooboOoboooDbo
gbmoooboobooonoo
gbobooom™mooooooo
oo

goooooooooooooboooo
ooooObObOO0ooooooObDbOOO
oooooobooo

ooooooooooooooboobooo
ooooo

goooooooooooooboooo
ooooObObOOO0ooooooODbDbO0OO
ooboooboboooboooo

° gboooooooobooon
gboooooooboon
goooOoomoooomm

O O

° gboooooooboon
gbooooooooboon
gooboooomonooOoo
omooooboooooao
oo

o |

° gboooooooboon
obooooooooboon
gooooomoooooo
omooooo

[ R |
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5b. Financial instruments (Continued) 5b. O00O0ODOO
Fair value measurements recognised in the ooooooooooooooooo
consolidated statement of financial position and oooooo

statement of financial position (Continued)

The Group The Company
ono oo
31 December 2009 31 December 2009
0ooooooooooo 0ooooooooooo
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
ooo ooo ooo oo 0oo ooo 0oo oo

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
ooo oon oon oon ooo ooo oon ooo

Financial assets at FVTPL 00000000000

oooo
Structured finance ooooooo
securities - - 9,042 9,042 - - 9,042 9,042
Non-derivative financial oooooooooon
assets held for trading oono 132,816 - - 132,816 40,324 - - 40,324
Available-for-sale gooooono
financial assets
PRC government bonds 0ooo 5,662 - - 5,662 - - - -
Total 0o 138,478 - 9,042 147,520 40,324 - 9,042 49,366
There were no transfers between Level 1 and 2 in the oboooo0Oo0ooO0oobOoobOoo0o
current year. oo
Reconciliation of Level 3 fair value measurements ooooooooooooooboobooo
of financial assets and financial liabilities oo
The Group
and the Company
ooooooon
Structured
finance  Convertible
securities note
oood 0o
oooo oood
HK$’000 HK$’000
ooo ooo
At 1 January 2009 000oooooo 12,216 389,025
Total unrealised gains or losses: oooooooooa
— Change in fair value of structured finance — do0o0o0obooooooo
securities (3,174) —
Redemption of convertible note ooooooo — (389,025)

At 31 December 2009 ooooooooooDOoo 9,042 =

117
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6. Revenue and segment information 6. OOOOOOO
2009 2008
00000 peEeEeymis
HK$’000 HK$’000
ooo oono
Revenue is analysed as follows: ooooooo
Sales of petrochemical products ooooooono 74,668 45,662
Property management fee income ooooooa 139,000 147,068
Income from investment in distressed O0o00ooooooooooo
assets through establishment of a special oooono
purpose vehicle 45,866 39,993
Rental income oooo 65,821 54,431
Dividend income from listed securities oo0o0oooono 3,910 1,132
329,265 288,286

The Group has adopted HKFRS 8 “Operating
segments” with effect from 1 January 2009. HKFRS
8 is a disclosure standard that requires operating
segments to be identified on the basis of internal
reports about components of the Group that are
regularly reviewed by the chief operating decision
maker, represented by the board of directors of the
Company for the propose of allocating resources
to segments and assessing their performance.
In contrast, the predecessor standard (HKAS 14
“Segment reporting”) required an entity to identify
two sets of segments (business and geographical)
using a risks and returns approach. In the past,
the Group’s primary reporting format was business
segment. The application of HKFRS 8 has not
resulted in a redesignation of the Group’s reportable
segments as compared with the primary reportable
segments determined in accordance with HKAS 14.
Nor has the adoption of HKFRS 8 changed the basis
of the measurement of segment profit or loss.

oooobbooOooooooobboo
oooooobobsmooobDmmo
ooooooboosoooooooo
ooboooooobomoobooo
ooooomooooooooog
ooooboboooooooooboobooo
oooobbooooooobboo
ooobobOoo0omoooooboog
4000000 oooooooo
ooooObbOooomooooom
oboDooboobooobDoooonoag
oooooooooooot14000
ooooboboooooooOobboo
0ooooosoooooooooo
oooobooooooooobbooo
gobdoooobDoOoooooon
oooo
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6.

Revenue and segment information (Continued)

The Group is currently organised into six operating
divisions: distressed assets business, investments
(including the results from held-for-trading
investments, available-for-sale investment, structured
finance securities and loan receivables), sales of
properties, property leasing, property management
and production and trading of petrochemical
products. These operating divisions are the basis of
the internal reports about components of the Group
that are regularly reviewed by chief operating decision
maker in order to allocate resources to segments and
to assess their performance.

Segment revenues and results

The following is an analysis of the Group’s revenue
and results by operating segments:

6. D0OO0OO0OOOODOO

ooooooooooooooooo
obooooomoooooooog
oooooObOOooooooobobboOoo
oo oooboooooog
ooooObObOOO0ooooooboboo
oooobOoOoooooooboobooo
goooooooooooooboooo
ooooObObOO0ooooooObDbOOO
ooboooboboooboooo

ooboooon

goooooooooooooooon
oon

Year ended 31 December 2009

000000000000000
Production
and trading of
Distressed petrochemical
assets Sales of Property Property products
business  Investments properties leasing management ~ OOOOD0  Consolidated
0o0oooo ] oooo 0ooo oooo ooooa oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Revenue oo 45,866 3,910 - 65,821 139,000 74,668 329,265
Results 0o
Segment profit (loss) ooooooon 36,945 108,726 (632) 76,107 13178 (7,556) 226,768
Other unallocated income, gains and losses 0000000000000 131716
Reversal of revaluation deficit of leasehold pooooooooo
properties 7119
Corporate expenses 0ooo (35,839)
Finance costs 0ooo (24,470)
(Gain on disposal of associates 0o0ooooooo 103,678
Share of results of associates 0ooooooo 36,497
Share of results of jointly controlled entities 0000000000 8,071
Profit hefore taxation 0oooo 453,540
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6. Revenue and segment information (Continued)

Year ended 31 December 2008

000000000000000
Production
and trading of
Distressed petrochemical
assets Sales of Property Property products
business Investments properties leasing ~ management 000000  Consolidated
noooon oo oooa oooo ooon ooooa 0o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Revenue oo 30,993 1182 - 54,431 147,068 45,662 288,286
Results 0o
Segment profit (loss) 0ooooooo 33,902 (60,443) (24.411) 6,298 11,547 6,328) (29,49)
Other unallocated income, gains and losses 0000000000000 182,453
Revaluation deficit of leasehold properties oooooooo (19,141)
Loss on fair value change on convertblenote 0000000000000
classified as financial liabilities at fair value 0ooooooooo
through profit or loss ooooooo 6,289)
Corporate expenses oooo (35,112)
Finance costs 0000 (25,520)
Share of results of assoclates pooooooa 20472
Share of results of jointly controlled entities oooooooooo (2,426)
Profit before taxation 0oooo 86,942

The accounting policies of the operating segments
are the same as the Group’s accounting policies
described in note 3. Segment profit (loss) represents
the results earned by each segment without
allocation of items which are not actively reviewed by
the chief operating decision maker, including other
unallocated income, gains and losses, comprising
interest income other than those from loan
receivables, net foreign exchange gain, net loss on
disposal of corporate property, plant and equipment
and certain miscellaneous unallocated income; and
share of results of associates and jointly controlled
entities. The unallocated corporate expenses,
finance costs, revaluation deficit or reversal of
revaluation deficit of leasehold properties used as the
Company’s head office, and loss on fair value change
on convertible note classified as financial liabilities
at FVTPL are not allocated into individual segment
as they are under central management. This is the
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6.

Revenue and segment information (Continued) 6.

Segment assets and liabilities

The following is an analysis of the Group’s assets

oodoooooo

gobooon

ooooObOoOOooooooboboon

and liabilities by operating segments: ooood
Production
and trading of
Distressed petrochemcial
assets Sales of Property Property products
business  Investments properties leasing  management 000000 Consolidated
oooooo 0o 0ooo oooo 0ooo 0oooo 0o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oon oog oog oon oog oog oog
As at 31 December 2009 gooooo
goooooo
Assets oo
Segment assets 0000 144,201 1,029,856 47 2,308,706 29,205 21,749 3,540,144
Property, plant and equipment gooooooo 202,188
Interest in associates 0ooooo 132,951
Interest in jointly controlled entities oooooooon 198,396
Amounts due from associates poooooo 102,397
Amounts due from jointly controlled entities 0oooooooo 98,080
Deposits, prepayments and other receivables gooooooooooo 244,044
Bank balances and cash goooooo 1,979,724
Consolidated assets oooo 6,497,924
Liabilities oo
Segment liabilities oooo 197,503 23,144 844 98,355 161,100 300 481,246
Amount due to an associate goooooooo 22,789
Taxation payable gooo 147,056
Deferred tax liabilities oooooo 103,497
Accrued charges, rental deposits and other pooooooooo
payables ooooo 15,942
Borrowings oo 464,789
Consolidated liabilities 0ooo 1,235,319
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6. Revenue and segment information (Continued)
Segment assets and liabilities (Continued)

Production

and trading of

Distressed petrochemcial

assets Sales of Property Property products
business  Investments properties leasing  management 0ooooo  Consolidated
000000 ] 0ooo 0oo0o 0ooo ooooo ]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

1

77 il il
10 oag [

oyl

[\
=

As at 31 December 2008 0000000000000

Assets 0o
Segment assets oooa 161,861 507,374 659 2,212,483 34,873 380,978 3,378,228
Property, plant and equipment oooooooo 174,089

Interest in associates oooooo
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6.

Revenue and segment information (Continued)

For the purposes of monitoring segment
performances and allocating resources between

segments:

° all assets are allocated to operating segments
other than interest in associates, interest in jointly
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6. Revenue and segment information (Continued)

Other segment information

Distressed
assets Sales of Property Property
business  Investments properties leasing  management

oooooo 0o oooo oooo oooo
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6.

Revenue and segment information (Continued)

Other segment information (Continued)

Production

and trading of

Distressed petrochemical
assets Sales of Property Property products
business  Investments properties leasing  management gooooo Unallocated  Consolidated
oooooo 0o oooo oooo oooo ooooo oooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooo ooo
Year ended 31 December 2008  00000000000000000
Amounts included in the measure of segment profit or loss or segment assets:
gooooooooooooooooo
Capital additions oooo
— property, plant and - [ooooooo
equipment - - - 3170 4,500 1,910 52,399 61,979
— investment properties -[oooo = = = 1,202 = = = 1,202
— land use rights -[ooooo - - - - - 97 - 797
Depreciation oo = = (325) (1,398) (1,858) (1,987) (6,096) (1,614)
Impairment loss on deposits, oopooooooooo
prepayment and other 0ooo
receivables - - (21,115) - - - - (21,115)
Impairment loss on available- oooooooo
for-sale investments gooo - (25,390) - - - - - (26,390)
Amortisation of land use rights 0000000 - - = = = (46) = (46)

Change in fair la.0363u357.6(()8364.3(2)8428.1 4)
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6.

Revenue and segment information (Continued) 6.
Information about major customers

There is no single customer contributing over 10%
of total revenue of the Group for the year ended 31
December 2009 and 2008.

Geographical information

The Group’s operations are located in the PRC and
Hong Kong. The Group’s revenue from external
customers is based on the location of the Group’s
operations to derive the revenue and information
about its non-current assets by geographical location
of the assets are detailed below:

oodoooooo

gobooon

oooobooooobooooooao
goooooooooooooboooo
O0O0D0O0d10%0

gooo

oooooOoOoOooooooboboo
goooooooooooooboooo
ooooObObOO0ooooooObDbOOO
ooboooobooooog

Revenue Non-current assets
oo ooooo
(Note)
oooo

2009
goooo

HK$’000
onoo

2008 2009 2008
UooO0O0 |[epepsyspnies (10000
HK$°000 HK$’000 HK$’000
onoo ooo ooo

Hong Kong oo 644 1,508 198,786 171,263
PRC oo 328,621 286,778 2,678,057 3,368,385
329,265 288,286 2,876,843 3,539,648

Note: Non-current assets excluded financial instruments.
Revenue from major products and services
An analysis of the Group’s revenue from its major

products, investments and services is set out in note
6.

pgoooooooooooooog

oopooooboooo

oooobOobOOoooooobboo
ooo0oooed
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7. Other income, gains and losses
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9.

Directors’ remuneration

The emoluments paid or payable to each of the
directors were as follows:

9. OOOO

ggooooooooooooo

2009 2008
ooooc ooooo

Performance

MPF bonus

Salariesand  contribution (Note iv)
Fees  other benefits Total Total
00 [COOO0O0oz 0o o
Name of director oooo HK$’00 K$’000 HK$'000 HK$'000
oonn
Chen Xiaozhou 0oo 500 - — - 500 500
Hui Xiao Bing ooo 500 - — - 500 500
Gao Jian Min o0oo 500 2,611 12 1,500 4,623 3,991

(Note i)
oon i

Liu Tianni ooo 400 — — - 400 400
Gu Jianguo oo 400 — — — 400 400
Tang Baogi (note iii 000ooo g 400 — — — 400 400
Yuen Wing Shing 0oo 300 - — - 300 300
Chow Kwok Wai 0oo 400 1,112 12 1,050 2,574 2,403
Kang Dian oo 400 - — — 400 400
Zhang Lu oo 400 — — — 400 400
Hung Muk Ming ooo 300 — — — 300 300
Chen Yongcun (note ii) 0oozoa i — — — — — =
Total 0l 4,500 3,723 24 2,550 10,797 9,994

No directors waived any emoluments in both years.

Notes:

(i) The amount includes the estimated value of quarter
provided amounting to approximately HK$935,000
(2008: HK$891,000).

(ii) Mr. Chen Yongcun resigned as director of the
Company on 27 February 2008.

(i) ~ Mr. Tang Baogqi was appointed as director of the
Company on 14 March 2008.

(iv) The performance related incentive payments are
determined having regard to the performance of
individuals and market trends.

oobooobOoOoobobOoon

ooo

(i)

(ii)

(iv)

oooooOoocoOoooOoooao
935,0000 I O O O 0O O0891,000

oom

goooooooobooboooooo

oooooooono

ooooooooooooooao

oooooooooo

goooooooobooboooooo

oooooooono
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10. Employees’ remuneration 10. O0O0O0O
The five highest paid individuals of the Group oo0o0o0oooooooormonao
included two (2008: two) directors, details of 0doooooooooooooag
whose emoluments are set out in note 9 above. The oooobDoooeonnooOmoonoag
emoluments of the remaining three (2008: three) odo0Dmooodooooan

individuals are as follows:

2009 2008
00000 peyegEyEEE|
HK$’000 HK$’000
ooo ooo

Salaries and other benefits ooooooo 2,155 2,544
Performance related incentive payments oooooooo 4,050 1,507
Retirement benefits costs oooooo 56 36

6,261 4,087
Their emoluments are within the following bands: ooboooboooog

Number of employees
gooad

2009 2008
goooo ogoooo

HK$500,001 to HK$1,000,000 500,0010 O O 1,000,0000 O — 1
HK$1,000,001 to HK$1,500,000 1,000,0010 O 0 1,500,0000 O 1 1
HK$1,500,001 to HK$2,000,000 1,500,0010 O O 2,000,0000 O = 1
HK$2,000,001 to HK$2,500,000 2,000,0010 0 O 2,500,0000 O 1 =
HK$2,500,001 to HK$3,000,000 2,500,0010 0 O 3,000,0000 O 1 =
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11. Taxation

11. 00

2009 2008
00000 peyegEyEEE|
HK$’000 HK$’000
ooo ooo

Taxation charge (credit) comprises:

ooooooooood

Hong Kong Profits Tax ooooo 2,332 =
PRC Enterprise Income Tax oo0ooooao 25,465 12177
27,797 12177
Deferred taxation (Note 38) oooooon 380
— current year — oono 14,413 (7,073)
— attributable to change in tax rate — O0oooooo — 86
14,413 (6,987)
Taxation charge attributable to the Oo00o0ooooooooa
Company and its subsidiaries oo 42,210 5,190

Hong Kong Profits Tax is calculated at 16.5% (2008:
16.5%) on the estimated assessable profits for the
year ended 31 December 2009. No tax was payable
for the year ended 31 December 2008, as tax losses
were incurred for subsidiaries with operations in
Hong Kong.

The taxation charge of the PRC Enterprise Income
Tax for the year has been made based on the
Group’s estimated assessable profits calculated
in accordance with the relevant income tax laws
applicable to the subsidiaries in the PRC.

Under the Law of the People’s Republic of China
on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulations of the EIT Law, the tax
rate of PRC subsidiaries is 25% from 1 January 2008
onwards.

oooobbooooooobboo
OO0O0O0OO0OO00OO0OO00D00O016.5%

OO0O000O0016.5%@MOO00000
gooobobbooooooobboo
ooooObObOO0OoooooobDboo
oooogoon

ooooObObOO0OoooooobDboo
ooooboooooooobobooo
gobooobooobooobobao

ooooObObOO0OoooooobDboo
ooobObooOoooooOonooon
gooobbooooooobboo
OO0 25%0
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11. Taxation (Continued) 11. O0Doo

The taxation charge for the year can be reconciled
to the profit before taxation per the consolidated

income statement as follows:

goooooooooooooooon
oobooon

2009 2008
00000 |ueEeEeymis
HK$°000 HK$’000
o0 onoo
Profit before taxation ooooo 453,540 86,942
Taxation at the PRC Enterprise Income Tax 00000000000 25%0
rate of 25% oo 113,385 21,736
Tax effect of expenses not deductible for odo0oooooooooooao
tax purpose oad 4,702 11,033
Tax effect of income not taxable for tax oooooobooooooogd
purpose oo (53,495) (21,509)
Tax effect of share of results of associates OO0O0OO0OO0OO0O0O0O0OO0O0O0O (9,124) (5,618)
Tax effect of share of results of jointly ooooooooooo
controlled entities oooo (2,018) 607
Tax effect of tax losses not recognised oooooooooooa 227 8,853
Decrease in opening deferred tax asset oooooooooooon
resulting from decrease in applicable tax oooooo
rate — 86
Income tax exemption (Note) oooooooon (11,467) (9,998)
Taxation charge for the year oooooo 42,210 5,190

Note:

Pursuant to the relevant laws and regulations in the

oo ooooooooooooooao

PRC, income from investment in distressed assets
through establishment of a special purpose vehicle
is not subject to PRC Enterprise Income Tax.

ooooooobooocooobooo
ooooOoooOooocooobooo
ooo
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12. Profit for the year

2009 2008
00000 |peEeEeymis
HK$’000 HK$’000
ooo onoo
Profit for the year has been arrived at Oo0o0DOoooooooOd
after charging (crediting):

Auditor’s remuneration ooooao 2,095 2,190
Amortisation of land use rights ooooooo 574 46
Depreciation 0o 11,202 11,614
Cost of inventories recognised as expenses OO OO0OOO0O 77,371 47,351

Amortisation of other asset ooooono —
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13. Earnings per share 13. 0000
The calculation of the basic and diluted earnings per 0000o0D000o0ooooOoOoon
share attributable to the owners of the Company is ooooooooooooo

based on the following data:

2009 2008
00000 peyegEyEEE|
HK$’000 HK$°000
ooo ooo

Earnings: oono
Earnings for the purpose of basic earnings OOOO0OO0OO0OO0OO0OOOO0OO
per share (profit for the year attributable do0o0oOoOooooooooag

to owners of the Company) 406,278 87,057
Effect of dilutive potential ordinary sharesin D OOO0OO0O0OO0OO0OOO0OO
respect of convertible note: gooooad
— finance costs waived upon redemption — O0o00oo0oooooao
(Note 37) oo 370 (648) —

Earnings for the purpose of diluted earnings DOOOOOO0OOOOOOO
per share 405,630 87,057

2009 2008
ooooo ogoood
In thousand In thousand
0o oo

Number of shares: ooooo
Weighted average number of shares forthe OO0O0O0OO0OOO0OOO0O

purpose of basic earnings per share oooooooo 1,820,710 1,820,710
Effect of dilutive potential ordinary sharesfrom OO00O00O0O0OO0OO

— convertible note —Oooooo 19,396 —

Weighted average number of shares forthe OO00OO0OO0OO0OO0OO0O0O0O

purpose of diluted earnings per share dooooooo 1,840,106 1,820,710
Note: The computation of diluted earnings per share for the ooooobooooboopooobooan
year ended 31 December 2008 did not assume the oco0oO0oCocoOO0OO0oooOO0OO0OoOoaO
conversion of the Company’s convertible note since ooooo0ooooOoooood

its exercise would result in an increase in profit per oooooooobooooo

share.
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14. Dividend

14. 00O

2009 2008
00000 peyegEyEEE|
HK$’000 HK$’000
ooo ooo

Dividend recognised as distribution during O000O0OOOOOO

the year:
Final dividend of 2008, paid 0000o0oODooooooon

— HK$0.09 (2007: HK$0.08) 0.090 00000 OD0O0O0.08

per share ooag 163,864 145,657
The final dividend of HK$0.1 (2008: HK$0.09) 00000000000 OdOdOodd
per share and amounting to approximately Mooooooooonmoonn
HK$218,485,000 (2008: HK$163,864,000) has been 00 218,485,0000 (DO O OO OO
proposed by the Board and is subject to approval by 163,864,0000 O D OOOOOOO
the shareholders of the Company in the forthcoming 0000000oO0o0ooOooooag

annual general meeting.

15. Investment properties

15. 0DoOood
The Group The Company
ooo ooo

2009 2008 2009 2008
O0000 |yeuepupminies (10 000 peySgEyeis
HK$’000 HK$’000 HK$’000 HK$’000
ooo onoo ooo ooo

Fair Value oono
At the beginning ooo

of the year 2,188,262 2,126,216 16,798 16,745
Exchange adjustment ooono 41,806 82,035 — =
Additions 00 — 1,202 — —
Disposals oo — (1,061) — —
Increase (decrease) in fair OOO0O0OOO0OO0OO

value recognised in the ooooooooaa

consolidated income

statement 58,444 (20,130) 792 58
At the end of the year ood 2,288,512 2,188,262 17,590 16,798
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15. Investment properties (Continued)

At 31 December 2009, the legal titles of the Group’s
and the Company’s investment properties at carrying
value of approximately HK$17,590,000 (2008:
HK$16,798,000) situated in the PRC have not been
passed to the Group and the Company.

The carrying value of the investment properties
comprises:

15. 000 0oo

oooooooobooooooo
ooooboboooboboao
0 17,590,0000 MO O O O OO
16,798,0000 0 I O0DODOOOOO0O
ooboooboooog

goooooooooo

The Group The Company
ooo ooo
2009 2008 2009 2008
O00CO peiepeieieies (10000 EeEeEsisps|
HK$’000 HK$’000 HK$’000 HK$°000
ooo ooo ooo ooo
Held under long term Oo0o0ooooooo
leases/land use rights: oooooo
— situated in the PRC —oooo 72,734 70,353 — —
Held under medium term oooooooooo
leases/land use rights: O00ooo
— situated in the PRC —Ooooo 2,215,778 2,117,909 17,590 16,798
2,288,512 2,188,262 17,590 16,798

All the investment properties are held for rental
income under operating leases.

ooooObbOOooooooobDboo
oono
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15.

Investment properties (Continued)

The fair value of the investment properties of the
Group and the Company at 31 December 2009
and 31 December 2008 have been arrived at on
the basis of a valuation carried out on that date by
Vigers Appraisal & Consulting Limited (“Vigers”),
an independent qualified professional valuer not
connected with the Group. Vigers are members
of the Institute of Valuers and have appropriate
qualifications and recent experience in the valuation
of similar properties in the relevant locations.
The valuation of the Group’s and the Company’s
investment properties was arrived at using direct
comparison method by reference to sales evidence
as available on the market and on the capitalisation
on the net income with due allowance for the
reversionary income and redevelopment potential,
where appropriate.

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

15. 000 0oo

goooooooooooooboooo
ooooObObOO0ooooooObDbOOO
oooobOoOoooooooboobooo
Mmoo Oonooooooooon
ooooObObOO0OoooooobDbOOO
ooooboObOooooooobbooo
oooooooooooooboobooo
oooobObOoOoooooobboo
oooobooOOooooooobobooo
ooooooooooooooobooo
ooooObObOOO0oooooobODbOoo
oooobooOooooooooboobooo
oono

ooooooooooooooobooo
ooooObObOOO0oooooobODbOoo
ooooboOoOOooooooobobooo
gooo
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16. Property, plant and equipment (Continued)

16. 0000000 ooO

Leasehold
land and
buildings Leasehold  Furniture and Office
0000  improvements fixtures equipment  Motor vehicles Total
ooo oooooa 0oooo ooooo 0o oC
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oon oon oon oon oon oon
The Company ooo
COST OR VALUATION oooooo
At 1 January 2008 0000000000 67,283 3,988 2,121 eI 3,023 77,326
Additions oo = - - 12 - 12
Revaluation 0o (3,225) - - - - (3,225)
At 31 December 2008 000000o0o
oooo 64,058 3,988 2,121 923 3,023 74113
Additions oo = = = = 495 495
Disposal oo = (1,717) [2121) (704) (418) (4,960)
Revaluation oo 9,220 = = = = 9,220
At 31 December 2009 oooooooon
oooo 73,218 2,211 = 219 3,100 78,868
Gomprising: 000
At cost oooo = 2,211 = 219 3,100 5,690
At professional valuation 0o0ooooooo
- 2009 oo 73,218 = = = - 73,218
73,218 2,211 = 219 3,100 78,868
DEPRECIATION 0l
At 1 January 2008 0000000000 = 3,685 2,121 664 1,373 7,843
Provided for the year oooco 2,310 303 = 81 212 2,906
Eliminated on revaluation ooooo (2,310) - - - - (2,310)
At 31 December 2008 000000o0o
oooo = 3,988 2,121 745 1,685 8,439
Provided for the year oooco 2,243 = = 4 238 2,528
Eliminated on disposal ooooo - (1,717) (2,121) (650) (240) (4,728)
Eliminated on revaluation oonoo (2,243) = = = = (2,243)
At 31 December 2009 ooooooooo
oooo = 2,211 = 142 1,683 3,996
CARRYING VALUES ooo
At 31 December 2009 ooooooooo
oooo 73,218 = - 7 1,617 74,872
At 31 December 2008 000000o0o
oooo 64,068 = = 178 1438 65,674
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16. Property, plant and equipment (Continued) 16. 0000000 ODOO
The above items of property, plant and equipment 000000000000 0000a0n
are depreciated on a straight line over the following oooDoOoooooo
years:
Leasehold land and buildings 50 years oooooono 500
Leasehold improvements 3 years oooodo 30
Furniture and fixtures 10 years oooog 100
Office equipment 5 years ooooag 50
Plant and machinery 10 — 15 years ogooono 10 — 150
Motor vehicles 6 — 10 years 0ad 6 — 100
At 31 December 2009, the legal titles of the Ooo0DooooDoooooooao
Group’s and the Company’s properties with carrying 000000 DoDo0oo0oooOoonao
value of approximately HK$24,879,000 (2008: 0 0O 24,879,0000 OO OOOO
HK$38,284,000) and approximately HK$24,879,000 38,284,0000 O OO O O 24,879,000
(2008: HK$23,758,000) situated in the PRC have OM0O0O0O00De23,758,0000 OO
not been passed to the Group and the Company dooooooooooooooog
respectively. oad
The carrying value of the leasehold properties ooooooooooo
comprises:
The Group The Company
ooo ooo
2009 2008 2009 2008
agoooo ogooood ooood oooog
HK$’000 HK$’000 HK$’000 HK$’000
ooo ooo ooo onoo
Long term leasehold oooooooao
properties situated in oo
Hong Kong 161,700 141,250 48,400 40,300
Properties under medium oooooooooo
term land use rights ooooog
situated in the PRC 36,408 48,806 24,878 23,758
198,108 190,056 73,278 64,058
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16. Property, plant and equipment (Continued) 16. 0000000 ODOO
The fair value of the Group’s leasehold land and Jo0o0o0oDooo0o00oo0ooooOaon
buildings at 31 December 2009 and 2008 has been oo0ooboOOooOoooDooooog
arrived at on the basis of valuations carried out on O0oDoo0DooDoDooooooo
that date by Vigers and A-Plus Surveyors Limited O0dooomooooooooao
(“A-Plus”). The valuations were arrived at using direct ddodoOoOoooooooOoOoao
comparison method by reference to sales evidence D0dO0OODODO0OO0DO0OoOoOooooaon
as available on the market. The revaluation surplus Jdd0o0o0OoooooDoooOOaon
on revaluation of the leasehold land and buildings 0 0 28,356,0000 MO O0O0OOO
amounted to approximately HK$28,356,000 (2008: 0000 012,134,0000 O OO O
revaluation deficit of approximately HK$12,134,000) d7119,0000 0 0 0 O0O0O0O0OO
of which an amount of approximately HK$7,119,000 Odo0oooOoOoOoOoOoooooaon
has been credited to the consolidated income O0000ODOOo19,141,0000 O O O
statement as reversal of impairment loss previously 0000000000000 0ada0n
recognised (2008: HK$19,141,000 had been 0 021,237,0000 MO O0O0O0OO
charged to the consolidated income statement as 70070000 0 000 0O0COCDOODO
revaluation deficit) and an amount of approximately 00000o0o000oooooooan
HK$21,237,000 (2008: HK$7,007,000) has been O000o00ooobDooooooog
credited to the asset revaluation reserve. Both Vigers 0000000 O0oOoooooooog
and A-Plus are independent qualified professional J00dooooooooooooon

valuers not connected with the Group, are members
of the Institute of Valuers, and have appropriate
qualifications and experiences in the valuation of
similar properties in the relevant locations.

Certain leasehold interest in land cannot be allocated 0000000 O0ooOOo0o0ooOoooOoon
reliably between the land and buildings elements, the oooooOoDOoooooooobooboog
leasehold interest in land continue to be accounted Jdodo0oooooooooag

for as property, plant and equipment.
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16. Property, plant and equipment (Continued)

17.

If leasehold properties had not been revalued, they
would have been included on a historical cost basis

at the following amounts:

16. 0000000 ooO

ooooObObOOO0ooooooODbDbO0OO
oobooobOooon

The The
Group Company
ooo ooog
HK$’000 HK$’000
ooo oo
COST oo 162,145 38,848
Accumulated depreciation and impairment ooooooooao
losses (61,177) (11,489)
CARRYING VALUE ooo
At 31 December 2009 oodooooooooon 100,968 27,359
At 31 December 2008 O0o00oOOoOoooooono 121,170 29,602
Land use rights 17. 00000
The Group
ooo
HK$’000
oono
COST oo
At 1 January 2008 oooooooooo =
Acquisition of subsidiaries (Note 43) 000000000 430 26,091
Additions oo 797
Amortised for the year oooo (46)
CARRYING VALUE ooo
At 31 December 2008 000000Ooo0oo0ooon 26,842
Exchange adjustments oood 517
Amortised for the year ooog (574)
At 31 December 2009 0000O0O0O0o0OOooooo 26,785

The land use rights of the Group are held under
medium-term lease in the PRC and amortised over

the term of the lease of 50 years.

Included in the balance was land use right
with carrying amount of HK$26,785,000 (2008:
HK$26,842,000) which was located in the PRC as at
31 December 2009. The Group was in the process of

obtaining the land use right certificates.

oo

oooooOoOO0OoooooobDDbOO
oobooobooosonnoon

oooobOoOO0OoooooobDDbOO
ooooO0b00oog2e78s,0000 00
oooogozes42,00000 0 0dd
ooobOoOO0O0oooooobbOOo
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18. Goodwill 18. OO
The Group
ooo
HK$’000
onoo
COST oo
At 1 January 2008 oooooooooo 33,525
Acquisition of subsidiaries (Note 43) 0o000000oonO 430 4,391
At 31 December 2008 oooooo0ooooooo 37,916
Deemed disposal of a subsidiary (Note 44) 0000000000000 440 (4,391)
At 31 December 2009 0000O0O0OooOOooooo 38,525
IMPAIRMENT 00
At 1 January 2008 and 31 December 00oooooooooooooon
2008 and 2009 0ooodooooooono 26,524
CARRYING VALUES ooo
At 31 December 2009 o00D0000oOoooog 7,001
At 31 December 2008 O00000O0o0o0ooon 11,392

The carrying values of goodwill as at 31 December

2009 and 2008 allocated to the below CGUs:

oboooooooboboooaog

ooooooooooooooboobooo

oooo
The Group
ood
2009 2008
O0000 [yepepsyeisl
HK$’000 HK$’000
oo ooo
Property management (“Unit A”) O0O00oooooAco 7,001 7,001
Production and trading of petrochemcial ooobOOooOooooo
products (“Unit B”) 0000 BOO — 4,391
7,001 11,392
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18.

19.

Goodwill (Continued)

The basis of the recoverable amounts of the
above Unit A and Unit B and the major underlying
assumptions are summarised below:

Unit A

The recoverable amount of Unit A has been
determined based on a value in use calculation.
That calculation uses cash flow projections based
on financial budgets approved by management
covering a five-year period based on estimated
growth rate of 3% (2008: 3%) with a discount rate
of 12% (2008: 12%). Cash flows for further five
years are extrapolated at zero growth rate. Another
key assumption for the value in use calculations is
the budgeted revenue and gross margin, which is
determined based on the unit’s past performance
and management’s expectations for the market
development.

In the opinion of the directors, there is no impairment
required as at the end of the reporting period.

Unit B

Goodwill was transferred to the cost of a jointly
controlled entity upon deemed disposal during the
year. Details of the deemed disposal are set out in

note 44.

Investments in subsidiaries and amounts
due from subsidiaries

Investments in subsidiaries

18. Dwono

ooAOOOBOOOOODOOOOO
ooboooboOoo

ooA

oo0DAOOODOOCDOOODOO
ooobOboOO0oooooooboboo
O03%0000003%MmO0O0On
OoOoDODO0OO0O0OO0O0O0oO0O12%
obDoobDoo12%000000D0O
ooooOobObOOO0oooooObbO0OO
ooooObObOO0ooooooObDbOOO
ooobOobOo0oO0ooooooobboo
oobooobooo

ooooObbOOoooooobDbOo
oooo

oo B
ooooObbOOoooooobDbOo

oooobObOoOooooobODbDbOOo
ooo0O0ag440

19. 000oooooooooobooo

ooooooo

The Company
000

2009 2008

ooooa oOoooao

HK$’000 HK$’000

ooo onmon

Unlisted shares, at cost oo00oo0ooooon 224,591 169,713

Particulars of the Company’s subsidiaries at 31
December 2009 are set out in note 52(a).

DO0o0O0000O00O0OO0OO
D00O00000O00OOOOO
52(a)0
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19.

Investments in subsidiaries and amounts
due from subsidiaries (Continued)

Amounts due from subsidiaries

oono

ooooooo

19. 0000000 oooooogoo

The Company

ooo
2009 2008
00000 |peEeEeymis
HK$’000 HK$’000
ooo onoo
Non-current: oogo
Non-interest bearing amount (Note i) ooooooooo o 744,265 796,217
Amount bearing interest at prevailing ooooooooo
Hong Kong prime lending rate 01.5%0000
minus 1.5% 64,874 —
Amount bearing fixed rate interest at 00o0bDO00s.8%00
3.8% per annum oo 1,121,024 —
1,930,163 796,217
Current (Note ii): 00000 i
Non-interest bearing amount ooooono 177,829 339,043
Amount bearing interest at prevailing oooooooooo
Hong Kong prime lending rate 01.5%0000
minus 1.5% — 64,874
Amount bearing interest at prevailing oooooooooo
Hong Kong prime lending rate gooad 179,975 25,633
Amount bearing fixed interest rate at 0oobooos.s8»uood
3.8% per annum — 1,870,986
357,804 2,300,536
2,287,967 3,096,753
Notes: ooo
(i) The principal amount of the amounts due from (i) o o o o Y o A o R O A A

(ii)

subsidiaries is approximately HK$825,180,000 (2008:
HK$825,095,000) which are unsecured, non-interest
bearing and have no fixed repayment terms. In the
opinion of the directors, the amount will not be repaid
in the next 12 months from the end of the reporting
period and is discounted for three years (2008: one
year) using effective interest rate of 3.5% (2008: 3.5%)
per annum.

The amounts are unsecured and expected to realise
in the next 12 months from the end of the reporting
period.

(i

825,180,0000 MO O O O OO
825,095,000 0 M O0O0O0OOOO
ooooooooooooooo
gooooooooooooooao
jodooomoooooooboo
000000359 000000
3.5%M 00

gooooooooooooooao
opooooooo
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20. Interest in associates

20 ODOOOOO

The Group The Company
000 ooo
2009 2008 2009 2008
O00CO peiepeieieies (10000 EeEeEsisps|
HK$’000 HK$°000 HK$’000 HK$°000
ooo ooo ooo oo
Cost of investments in oopoooo
associates ooo
— unlisted — 0ood 107,019 632,246 20,000 20,000
Share of post acquisition goooooon
profits and other O0o0oOooo
comprehensive income, oooood
net of dividend received 25,932 151,745 — —
132,951 783,991 20,000 20,000

Particulars of the significant associates of the Group
and the Company as at 31 December 2009 are set

out in note 52(b).

0 52(b)0

oooobbOoOooooooobDboOoo
oooooOoOO0OoooooobDDbOO
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20.

Interest in associates (Continued)

The summarised financial information in respect of

200 DOOOO0OODOO

goooooooooooooooon

the Group’s significant associates is set out below: goooo
ClII Limited ( CII") goooooooooo gooooo gboooooo
J0000000DO00000D ODOOOOOOO0O0O0 oooo ooooaoo
2009 2008 2008 2009 2008 2009 2008
00000 |juuyuniei 00000 |uefepujupni OO 000 |[apupujupaie 00000
GLEXN  HKS'000 HK$'000 WEGLCIONMM HK$'000 MGLCNOIM HKS$'000
aon anmg aoa aomg
(Note iii
anaian
Consolidated statement of ooooooo
financial position
Non-current assets goooo — 502,980 — 700 296,673 115,755 230,201 216,783
Current assets o0ooo — 849,398 — 1,114,884 21,382 333,810 334,256 140,019
Current liabilities o0ooo - (35,765) —  (99237)  (80421)  (226,007)  (434139)  (477,908)
Non-current liabilities goooo = = = = = = = =
Equity attributable to owners ofthe 0000000000000
associates — 1316613 - 123,213 237,634 223,558 130,318 (61,106)
Group’s share of net assets of the gooooooooooo
associates - 658,307 — 21,871 71,290 67,067 30,009 -
Consolidated income statement 0000000000000
and consolidated statement
of comprehensive income
Revenue 0o - 2,134 - - - - 3,094,726 4,058,499
Profit (loss) for the year attributable 0000000000000
to owners of the associates oooo 384 46,936 (1,870) (17,149) 11133 1,335 192,600 (138,853
Other comprehensive income gooooo 14177 (111,686) - 5,405 4,278 8,318 - -
Group’s share of profit (loss) and goooooooooooo
other comprehensive income of goooooooo
the associates for the year 7,280 (32,375) (423) (2,656) 4,623 2,896 30,009 -
Notes: ooo
(i) The Group disposed of its 50% equity interest of (i) 0oo0o0oo0ooobodooaodao

Cll to an independent third party for a consideration
of approximately HK$358,233,000 during the year.

In addition, according to the sales and purchase
agreement, Cll waived a receivable from the Group of
HK$150,000,000 as at the date of disposal. Net loss
of approximately HK$18,810,000 was recognised on
this disposal.

358,233,0000 O OO OO0OOADO
50%0 000000000000
ooooooooooooooao
ooo0oo0o0o0o0n0daoi1s0,000,000
oooooocoooooooao

18,810,0000 O O
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20. Interest in associates (C

Notes: (Continued)

ontinued)

(i)  The Group disposed of its 22.62% equity interests

of OOODO

to an independent third party for a

consideration of approximately HK$152,343,000. Gain
of approximately HK$122,488,000 was recognised on
this disposal. The consideration for the disposal was
determined after arm’s length negotiation between
the Group and the purchaser and having taken into
account the potential of the development project 0 0

oo.

(i)  For the year ended 31 December 2008,

the

unrecognised share of losses and the accumulated
unrecognised share of losses were approximately
HK$31,974,000. For the year ended 31 December
2009, the unrecognised share of losses and the
accumulated unrecognised share of losses were nil as
this associate has generated a profit which can cover
all the accumulated unrecognised share of losses in

prior year.

21. Interest in jointly contro

lled entities

The Group The Company
ooo ooo
2009 2008 2009 2008
agoooo ogooood ooood oooog
HK$’000 HK$’000 HK$°000 HK$’000
ooo ooo ooo ooo
Cost of investments in ooooooooao
jointly controlled entities 0o
— unlisted — Ooog 203,236 81,874 26,318 26,318
Share of post-acquisition gooooooo
loss and other oooood
comprehensive income (4,840) (15,157) — =
Impairment loss recognised OOOO0OO0OO — — (21,138) (13,345)

198,396
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21.

Interest in jointly controlled entities (Continued)

The summarised financial information in respect of
the jointly controlled entities which is accounted for
using the equity method in the Group’s consolidated
financial statements is set out below:

Tai Zhou United
East Petrochemical
Company Limited
000o0o0oooooon
(“TZ United East”)

Platinum One Limited oooooooo gooooooooo
2009 2008 2009 2008 2009 2008
ooooo ooooo ooooo ooood oooon ooooo
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
onoo ooo oon ooo ooo ooo
)
Statement of ooooo
financial position
Non-current assets oooon _ _ 125,899 _ 12,530 2625
Current assets oooo 46,963 77,252 52,595 — 88,194 51,219
Current liabilities ooono (41,783) (64,279) (40,721) — (43,665) (100)
Non-current liabilites 00000 = = (873) = = =
Minority interests oooooo = = = = (743) =
Group’s share of net OOCOOOO0O
assets of jointly ooooo
controlled entities oo 5,180 12,973 136,900 = 56,316 53,744
Income statement O0OCOOO0
and statement of oono
comprehensive
income
Income recognised in 000000
profit or loss oo 1,438 3,080 276,541 — 44,500 111
Expenses recognised 000000
in profit or loss oo (9,232) (3,693) (262,215) — (42,961) (1,924)
Other comprehensive 000000
income — - 2,280 — (34) —

Group’s share
of (loss) profit
and other
comprehensive
income of jointly
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22. Amounts due from associates 22. 00O0OOOO0O
The Group The Company
Ooo0oo ooo
2009 2008 2009 2008
oooono ooooo goooa oOoooao
HK$’000 HK$’'000 mEiEH0lol0] HK$’000
oon Iyys oo oon
Current (note i) 00000 idg — 742,537 — —
Current (note ii) O oooo jic 102,397 240,089 18,007 —
102,397 982,626 18,007 —
Notes: ooo
()  The amount was unsecured, bore fixed interest at (i) oooobooobot2s5%000
12.5% per annum and was expected to realise in the ooboooooooooooon
next 12 months from 31 December 2008. oooooooooooooo
(i)  The amount is unsecured, interest-free and is () Ooooooooooooooooo
expected to realise in the next 12 months from the uooooooooooon
end of the reporting period.
23. Amounts due from jointly controlled entities 23. Doooooooo
The Group The Company
ooo oo
2009 2008 2009 2008
agoooo ogooood goood ogoood
HK$’000 RIEO HKS$'000 HK$’000
oono oono oomn oomn
Current (note i) 00000 id 37,050 57,263 37,050 57,263
Current (note ii) 00000 iid 61,030 5,811 6,665 5,811
98,080 63,074 43,715 63,074
Notes: ooo

The amount is unsecured, bears fixed interest at 4%
(2008: 4%) per annum and is expected to realise in
the next 12 months from the end of the reporting
period.

The amounts are unsecured, interest-free and
expected to realise in the next 12 months from the
end of the reporting period.

(i)

(i)

o00o0000004% 0000
004%00 00000000000
gooooooooooDooo

doooooooooooooao
oooooooooooon
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24. Structured finance securities

The Group and the Company

The structured finance securities represent a
debt security with interest payments based on
United States Treasury bond and distribution from
preference shares in a private company which
invests in a portfolio of asset-backed securities. The
structured finance securities contain an embedded
early redemption option and the return is determined
by reference to the distribution from the private
company which is dependent on the annual default
rate of its underlying asset-backed securities. The
Group designated the entire structured finance
securities as financial assets at FVTPL at initial
recognition.

The fair value of the structured finance securities is
determined by the directors with reference to the
valuation provided by the counterparty at the end of
the reporting period. This quoted price is determined
by reference to the value of a comparable new issue
of the similar structured finance securities under the
market situation as at 31 December 2009 and 2008.
The major assumptions adopted for the valuation of
the structured finance securities are as follows:

(1)  The estimation of risk free rate by reference to
the yield of United States Treasury Bond with
same remaining duration as the structured
finance securities adjusted by the issuer’s credit
rating; and

(2) The estimation of the default rate of the
underlying asset-backed securities by reference
to the historical default rate of asset-backed
securities with similar characteristics.

24, 0000000

gobooon

oooooOoOooooooobbooo
goooooooooooooboooo
oooobObOOO0ooooooObbOO0OO
oooooobOooooooobbooo
goooooooooooooboooo
ooooObObOO0OoooooobDbOoo
oooobooOOoooooobobbooo
goooooooooooooboooo
ooboooboooboo

ooooObObOOoooooobobboo
oooobooooobooooooao
ooooooooooooooboobooo
ooooObObOO0OoooooobDbOoo
oooobooOooooooooboobooo
goooooooooooobooboog
oobooobOooooObOoon

(1) ODOODDOOOOOoOOooooo
goooboobobooboooboo
gboobOooboobooobo
oooooobooooo

(2 DODODDODOOOOOOOODO
goooboobobooboooboo
gooooooooooog
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25.

Available-for-sale investments

25. 000000

Available-for-sale investments as at the end of the

reporting period comprise:

ggooooooooooooooo

The Group The Company
ooo ooo
2009 2008 2009 2008
O00CO peiepeieieies (10000 EeEeEsisps|
HK$’000 HK$’000 HK$’000 HK$°000
ooo ooo ooo ooo
Listed equity securities, ooooooo
at fair value (note i) ooooooo o — 48,812 — =
PRC government bonds, at 0000000
fair value oooao 5,662 5,556 — —
Total investments, at fair 00000000
value 5,662 54,368 — —
Unlisted investments ooooo
(note ii): ooon i
Unlisted equity securities, oooooood
at cost ooo 426,929 380,858 105,570 65,570
Club debentures, at cost O0o0oOoooo 4,973 2,140 2,140 2,140
431,902 382,998 107,710 67,710
Less: Impairment loss oonooooono
recognised (2,070) (2,070) (2,070) (2,070)
Total investments, at O0Oooooo
cost 429,832 380,928 105,640 65,640
Total oo 435,494 435,296 105,640 65,640
Analysed for reporting ooooooood
purposes as:
Current (note iii) O000o jid — 121,277 — 63,500
Non-current Oood 435,494 314,019 105,640 2,140
435,494 435,296 105,640 65,640
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27.

Investment in distressed assets through
establishment of a special purpose vehicle

27. DO0O00O0OO0O0OOOO0ODOOOoODO

O

The Group
oono

2009 2008
ooooo ooooo
HK$’000 HK$’000
ooo oo

Expected discounted cash flow from 0ooooooooood
distressed assets 43,208 3,948

Cash collected from distressed assets but O0000ooooooooon

not yet transferred to the Group aoad 100,993 144,299
144,201 148,247

The Group goag

On 25 October 2006, Silver Grant International
Assets Investment Limited (“SGIAIL"), a wholly owned
subsidiary of the Company entered into a cooperation
memorandum (the “NPL Memorandum”) with China
Orient Asset Management Corporation (“China
Orient”) to establish a company in the PRC, Dongxin
Union Asset Management Corporation Limited
(“Dongxin Union”) for the purpose of managing a
NPL portfolio (the “First Orient Portfolio”). Pursuant
to the NPL Memorandum, SGIAIL purchased 46.17%
interest of First Orient Portfolio from China Orient at
a consideration of approximately RMB319,682,000
(equivalent to approximately HK$321,701,000).
SGIAIL injected its 46.17% interest in the First Orient
Portfolio and China Orient injected the remaining
53.83% interests in the First Orient Portfolio,
representing a capital injection of approximately
RMB372,708,000 (equivalent to approximately
HK$376,435,000) into Dongxin Union as investment
in Dongxin Union. This transaction was approved by
the Ministry of Commerce of the PRC on 22 January
2007. The operation license of Dongxin Union will
expire three years after the date of incorporation (i.e.
22 January 2010). During the year, the operation
license of Dongxin Union has been extended to 31
December 2010.

ooooooooooooobobooo
ooooooooooooooboobooo
OoooooboOmoooooo
oo ooooo
ooonoooooooOoooo
oooobood — oboboooooo
oodnoooboOoooooo
oooOonooooooOoooo
ooooooooboooboooboo
O0OCOO0OOOOO0ODODDDO46.17%0
oO0O0O0000D0OSs19,682,0000
ob00ooas2t,7ot,00000m@oOonOO
O00O0004617%0000000
O0COOOOODODDODO53.83%0
oooooooobooboooo
372,708,000 0 O OO 376,435,000
oomooooboooobooooo
ooobobooooooooobbooo
oooooooooooooobooo
ooooobooooooooooboobooo
oooooobooboobooooom
oooobooooooooobbooo
oopooooboooooooo
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27.

Investment in distressed assets through
establishment of a special purpose vehicle
(Continued)

The Group (Continued)

On 5 June 2008, SGIAIL entered into an
supplementary cooperation memorandum (the
“Second Memorandum”) with China Orient, pursuant
to the Second Memorandum, SGIAIL together with
certain investors had agreed to make investment
in a second portfolio of distressed assets (the
“Second Orient Portfolio”) owned by China Orient.
The acquisition was approved by the Ministry of
Commerce of the PRC and completed during the
year ended 31 December 2009. The investment cost
of the Second Orient Portfolio was approximately
RMB1,160,998,000 (equivalent to approximately
HK$1,314,834,000). The Group entered into a joint
investment contract with three other investors (“Joint
Investment Contract”) and invested 46.17% interest of
the Second Orient Portfolio which cost approximately
RMB536,033,000 (equivalent to approximately
HK$607,059,000) of which RMB246,033,000
(equivalent to approximately HK$278,633,000) was
paid by the Group. According to the Joint Investment
Contract, the Group should collect and distribute
the cash collected from distressed assets from
China Orient on behalf of the other three investors in
proportion of the initial investment amount.

On 14 July 2009, SGIAIL and China Orient made
additional capital injection to Dongxin Union. SGIAIL
injected its 46.17% interests in Second Orient
Portfolio and China Orient injected its 53.83%
interest in Second Orient Portfolio into Dongxin
Union. The shareholding of Dongxin Union owned by
SGIAIL and China Orient after the capital injection
remain unchanged.

Pursuant to the Memorandum and Article of Dongxin
Union, China Orient is responsible to manage the
First Orient Portfolio and Second Orient Portfolio.
China Orient is entitled to a management fee equal
to 10% of the gross amount recovered from the First
Orient Portfolio and Second Orient Portfolio. The
proportion of sharing of the recovered amounts for
the First Orient Portfolio and Second Orient Portfolio
are based on a pre-determined scale stated in the
NPL Memorandum and the Second Memorandum
respectively.

27. DO0O00O0OO0O0OOOO0ODOOOoODO

oo

oowoo

oooooOoOoOOoooooobbOOO
oooobooooobooooooao
MmooooDOnooooboooDn
oooobooooobooooooao
ooboooooobooobomao
ooooo0moobooooboobooo
ooooObOoOOooooooboDboOn
oooobObOOooooooobbooo
0dodaoaoi,160,998,000M00 O
001,314,834, 0000 0M@O0OO0O0
ooooObOoOOoooooobobooOon
Oo0O0OO0OO0OO0OOOOO0O46.17%00
oooooOoOoobOoobooDbOo
536,033,000 O 0O O O 607,059,000
oomoooooboooooao
246,033,000 00 0O 0O 278,633,000
00@Mmoooobooooooooo
oooooOoOOooooooboboon
oo0oooOoooooboooooonoao
oo

oooooOoOOOooooooOboOOn
oooooOoOOooooooboboon
O0O0O0DoOOoODoDOODDDO46.17%0
oo0ooboooooobooooooag
53.83%00000000O00ODODO0O
ooobOoOO0O0ooooooobobOOon
ooboooobOooobDooooDOo

oooooOoOOOooooooOboOOn
oooooOoOoOooooooboboo
oooooOoOOoooooobobooOn
OO0DCO0OO0OO0OO0OO010% 00000
ooooOoOo0OO0ooooooobobboon
ooboooobOOooobooOoo
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27. Investment in distressed assets through
establishment of a special purpose vehicle
(Continued)

The Group (Continued)

The investment in distressed assets through the
establishment of a special purpose vehicle is
measured at amortised cost less impairment, with
income credited to profit or loss. The investment
in distressed assets through the establishment of
a special purpose vehicle is denominated in RMB
which is also the functional currency of the group
entity which holds the investment. For the First
Orient Portfolio, the original effective interest rate is
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29.

30.

Held-for-trading investments

29. DOOOOO

The Group The Company
ooo ooo
2009 2008 2009 2008
O00C0O |peEeEeininies (10000 EeEsEeisgs]
HK$’000 HK$’000 HK$°000 HK$’000
ooo ooo ooo ooo
Equity securities listed in ooooooooao
Hong Kong, at fair value gooooag 132,816 70,027 40,324 15,368
Trade receivables 30, OOOO

The Group allows an average credit period of 30
days to its trade customers. The following is an aged
analysis of trade receivables net of allowance for
doubtful debts presented on the invoice date at the
end of the reporting period:

ooooboooooobooooooo
ooooboooooooooboobooo

oooooboomobooooooo
oono

The Group
oono

2009 2008
00000 |peEeEeymis
HK$’000 HK$’000
ooo oo
0 to 30 days ooooo 2,303 2,322
31 to 90 days oooooood 3,119 3,172
91 to 180 days oooooooooo 2,876 3,069
181 to 360 days O0O0oDooooooogd 1,820 3,231
10,118 11,794

The Group’s trade receivables that are neither past
due nor impaired are those debtors with satisfactory
credit quality under the management’s assessment
and with good past repayment records.

Included in the Group’s trade receivable balance are
debtors with a carrying amount of HK$7,815,000
(2008: HK$9,472,000) which are past due at the end
of the reporting period for which the Group has not
provided for impairment loss. The Group does not
hold any collateral over these balances. The average
age of these receivables is 137 days (2008: 156
days).

ooooObObOOooooooobDboo
ooooObObOOooooooobDboo
oobooobooo

oooooooooooon 7,815,000
OMmoooooog4rz0000000 0
ooooObObOOooooooobDboo
ooboooooooooobobooo
oooooOoOooooooDooodsrg
oooooootsenm
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30. Trade receivables (Continued)

Aging of trade receivables which are past due but
not yet impaired:

The Group
oono
2008
ooooo
HK$’000
ooo
31 to 90 days oooooood 3,119 3,172
91 to 180 days Odoodoooooon 2,876 3,069
181 to 360 days gbooooooboood 1,820 3,231
7,815 9,472
The Group did not provide impairment loss for the
trade receivables. In the opinion of the directors,
there is no impairment loss for the trade receivables
past due (over 30 days) at the end of the reporting
period.
31. Deposits, prepayments and other
receivables
The Group The Company
oo ooad
2008 2008
gooono goooo
HK$’000 HK$’000
oon 0omoo
Consideration receivable oooooooog
from disposal of an O0o000o id
associate (Note i) 236,880 — — —
Amount due from the gooooooag
buyer of the disposed 00000000 b

subsidiaries (Note ii)
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31.

32.

Deposits, prepayments and other
receivables (Continued)

Notes:

(i) During the year ended 31 December 2009, the
Group disposed of an associate for a consideration
of HK$358,233,000. The consideration is unsecured,
interest free and will be settled by three instalments:
HK$100,000,000 by 90 days after the date of the
disposal, HK$100,000,000 by 31 December 2010
and HK$158,233,000 by 31 December 2011. At
initial recognition, the fair value of the consideration
was HK$336,888,000, determined by using imputed
interest rate of 5.52% per annum.

(i) During the year ended 31 December 2007, the Group
disposed of subsidiaries to an independent third
party for a consideration of HK$83,020,000. Pursuant
to the sale and purchase agreement, an amount due
to the Group of HK$82,600,000 was undertaken by
the buyer of the disposed subsidiaries. The original
settlement date was June 2008. The amount was fully
settled during the year ended 31 December 2009.

(i)  Impairment loss was recognised on certain non-
refundable deposits paid to independent third
parties for a property development project in
the PRC. The property development project was
temporarily suspended and the directors considered
that the deposits paid would not be refunded by
the counterparties, hence impairment loss was
recognised in full in 2008 with respect to these
deposits.

Except for the impairment loss as discussed in the
note (iii) above, the Group did not provide impairment
loss for deposits, prepayments and other receivables.
In the opinion of the directors, no impairment loss is
considered necessary in respect of these balances.

Bank balances and cash
The Group and the Company

The Group’s and the Company’s bank balances and
cash comprise cash and short-term bank deposits
carrying effective interest rate at an average of
0.36% (2008: 1.4%) per annum with an original
maturity of three months or less. Included in the
Group’s and the company’s bank balances and
cash at 31 December 2009 were an aggregate
amount of approximately HK$1,102,167,000 (2008:
approximately HK$754,128,000) and HK$156,681,000
(2008: HK$13,535,000) respectively which were
denominated in RMB and is not freely convertible into

other currencies.

31.

32.

gooooooboobbooo

ooo

(0} gopoDoOooooooooooao
0000000 anoasss233,0000 O
oooooOoooooooooao

ooo0oo0OO0OOoO0OOooOoO0O0o0oeo
000 100,000,0000 0000000
oooooooooo100,000,0000
goooooooobooooooao
1568,233,0000 0000000000
O00000000005.52%00
0 336,888,0000 0O O

oooooooooao
0o000 83,020,0000
Oo0ooo0ooooooon
O00OO00s26000000000
goooooooooobooboobooo
goooooooODoOoOoOoOoO0On
ooooooooOoOOoOOOoOo0aon
gooooooooooo
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ooooo

o i |
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33. Pledge of assets
The Group

At 31 December 2009, the Group had pledged
certain investment properties and leasehold land and
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35. Reserves 35. OO
The Group ooo
HK$’000
ooo
Asset revaluation reserve oooooo
At 1 January 2008 oooooooooo 43,505
Gain on revaluation of leasehold properties oooooood 7,007
Deferred tax liability arising on revaluation of oooooooog
leasehold properties ooooog (1,301)
Transferred to retained profits ooooooo (2,154)
At 31 December 2008 oooooo0ooooooo 47,057
Gain on revaluation of leasehold properties oooooood 21,237
Deferred tax liability arising on revaluation of oooooooog
leasehold properties ooooog (2,842)
At 31 December 2009 Oo0ooooooooon 65,452
Other reserve oooo
At 1 January 2008 oooooooooo 86,670
Change in fair value arising on revaluation of ooooooooood
available-for-sale investments ooooo (111,455)
Impairment loss on available-for-sale investments oooooooooag 25,390
At 31 December 2008 ooooooooooooo 605
Change in fair value arising on revaluation of oooooooooog
available-for-sale investments ooood 17,898
Transfer to profit or loss on disposal of available- doooooooo
for-sale investments oooooo (17,898)
Transfer to profit or loss on disposal of associates OOOOOOOOOOO0O (588)
At 31 December 2009 oooooooooooon 17
Translation reserve oooo
At 1 January 2008 oooooooooa 257,811
Exchange difference arising on translation ooooooood 58,815
Share of other comprehensive income of associates OO0 O0O0O0OO0OO0OOOOO (566,252)
At 31 December 2008 ooooooooooooo 260,374
Exchange difference arising on translation oooooooog 38,886
Share of other comprehensive income of associates OO 00000 OO0O0OO0O
and jointly controlled entities ooooog 9,046
Transfer to profit or loss on disposal of associates OO0O0000O00OO0O0OO (8,366)
At 31 December 2009 oooooooooooon 299,940
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35. Reserves (Continued)

The Company

The distributable reserves of the Company as at
31 December 2009 amounted to approximately
HK$324,633,000 (2008: HK$350,429,000), being its
retained profits at that date.

35. Dyono

oono

oooobooooobooooooao
oooooooobOoobooDbao
000000 3824,633,0000 10O O

00 003850,429,0000 O

Asset
revaluation Capital
Share reserve  redemption Retained
premium goono reserve profits Total
oooo 00 (00ooooo oooo oo
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
ooo ooo ooo oo ooo
At 1 January 2008 gooooo
oooo 2,177,287 33,776 13,992 417,368 2,642,423
Loss on revaluation of ooooooooo
leasehold land and ooooo
building — (915) - — (915)
Reversal of deferred gopooooooo
tax liabilities arising on ooooooo
revaluation of leasehold oooo
land and buildings — 786 — - 786
Other comprehensive 0ooooooon
income for the year = (129) = = (129)
Profit for the year oooo - - - 78,718 78,718
Total comprehensive ooDoooo
income for the year oo — (129) — 78,718 78,589
Dividend oo - - — (145,657) (145,657)
At 31 December 2008 ooooooooo
oooo 2,177,287 33,647 13,992 350,429 2,575,355
Gain on revaluation of goooooooo
leasehold land and ooooo
building — 11,463 - - 11,463
Deferred tax liabilities oopooooooo
arising on revaluation oooooon
of leasehold land and oo
buildings - (1,366) - — (1,366)
Other comprehensive gooooooao
income for the year — 10,097 — — 10,097
Profit for the year ooood - — - 138,068 138,068
Total comprehensive oooooo
income for the year oo — 10,097 — 138,068 148,165
Dividend oo - — - (163,864) (163,864)
At 31 December 2009 oooooooon
oooo 2,177,287 43,744 13,992 324,633 2,559,656
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36.

Borrowings 36. OO
The Group The Company
ooo ooo
2009 2008 2009 2008
O00CO peiepeieieies (10000 EeEeEsisps|
HK$’000 HK$’000 HK$’000 HK$°000
ooo ooo ooo ooo
Bank loans — secured oo00d —oOod 464,789 385,099 253,450 4,600
Carrying amount repayable: 0 OO0 000000
Within one year oooo 179,058 336,839 101,150 1,150
More than one year, ooooad
but not exceeding ooooo
two years 179,114 25,780 101,150 1,150
More than two years, ooood
but not exceeding ooooo
five years 96,641 9,865 51,150 2,300
More than five years oooad 9,976 12,615 — —
464,789 385,099 253,450 4,600
Less: Amounts due within  Joo0O0000O
one year shown under ooooooag
current liabilities ooood
— Bank loans —oooo (179,058) (336,839) (101,150) (1,150)
285,731 48,260 152,300 3,450

Borrowings are secured by certain investment

properties and leasehold properties.

od

oooobooooobooooooao
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36. Borrowings (Continued)

Bank loans of the Group and the Company
of approximately HK$253,450,000 (2008:
HK$4,600,000) are denominated in HKD, which
was the Company’s functional currency as at 31
December 2008, but not the Company’s functional
currency as at 31 December 2009 since the
Company changed its functional currency from HKD
to RMB during the year. The bank loans carry floating
rates at Hong Kong interbank offered rates (“HIBOR”)
plus 1.5% and prime rate minus 2.375% (2008:
prime rate minus 2.375%) per annum, or effective
interest rate of 2.172% and effective interest rate
of 2.625% (2008: 2.625%) per annum respectively.
Bank loans of the group’s entities other than the
Company of HK$22,589,000 (2008: HK$24,943,000)
are denominated in HKD, functional currency of the
relevant group entities, and carry a floating rate
of prime rate minus 2.7% (2008: prime rate minus
2.375%) per annum or effective interest rate of
2.3% (2008: 2.625%) per annum respectively. The
remaining bank loans of the Group are denominated
in RMB, functional currency of the relevant group
entities and carry floating interest rate at 90% (2008:
92%) of The People’s Bank of China (“PBOC”)
six-month interest rate or effective interest rate of
4.86% (2008: 4.89%) per annum. As at 31 December
2008, the remaining RMB denominated bank loans of
the relevant group entities carried fixed interest rate
ranging from 6.2% to 7.47% per annum.

36. Doo

goooooooooooooboooo
ooooObOoOoooooobobDboo
0 0 253,450,0000 MO0 O0O00OOO
4,600,0000 0000 000O0ODOO
oo0Dooboooooboooonoad
oooooOoOOooooooboboon
oooooooooooooboobooo
ooo0MmooboobOohoobd
015%000000002.375%10
O0000000D000 2.375%)0
oooOoOooooD21472%0000
002625%10 000 002.625%0
ooboooboooboobuoooog
0 022,5689,0000 MOOO00OOO
24904300000 bOOO0O0OoOooOon
ooooooooooooooboooo
ooDoobDoo27x00O00O0O
O0O0DO0O0002375%00000
Oo0o0O00o0023%000000
2625%M 000000000000
oooobooOOooooooobobooo
oooobooooOooooooOond
ooooDoooot1owoooooo
008 O00O0OOOO4.86% 00
O000489% M 0O0000C0O0O0O0O
oooobobooboobooobo
oooobooooobooooooao
6.2% 07.47% 000
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37. Convertible note

The Group and the Company

2009 2008
00000 pyeyegEyEEm|
HK$°000 HK$’000
ooo ooo

Convertible note classified as financial 000D000oO0O0o0oooOoOoon
liabilities at fair value through profit or loss ooooDooooon
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37. Convertible note (Continued)

The Group and the Company (Continued)

The Group designated the entire convertible note as
financial liabilities at fair value through profit or loss
is carried at fair value at the end of the reporting
period. During the year ended 31 December 2008,
a loss on increase in its fair value of approximately
HK$6,289,000 was recognised in the consolidated
income statement.

The fair value of the liability component of the
convertible note at fair value through profit or loss
at 31 December 2008 was determined based on
the present value of the estimated future cash
flows discounted at the prevailing market rate for
an equivalent non-convertible loan at the end of the
reporting period. The discount rate is 11.81%.

The fair value of the conversion option embedded
was calculated using the Binomial model. The inputs
into the model were as follows:

37. UoooOwoo

oooooowog

oooobooboooooooooboobooo
goooooooooooooboobooo
oooobobooooooobobboo
ooooObObOOO0ooooooODbDbOOO
gooOe2890000 00000000
gooo

oooobbooOooooooobboo
ooooObObOO0ooooooObDbOOO
oooooOoOO0OoooooobDDbOO
ooooObOoOOooooooboboon
ooooooooooooooooo
0000 11.81%0

oooooOoOO0OoooooobDDbOO
oobooobOooobDooobDOo

31 December

20 February

2009 2008

ooooo ogoooo

gooono goooooo

Stock price per share oooo HK$0.74 HK$0.71

Exercise price per share ooood HK$2.95 HK$2.95

Expected volatility oooo 59% 59%

Expected life oooo — 0.9 year

Risk-free rate ooooo 0.25% 0.25%
Expected dividend yield charged to ooooooooon

income statement for the year ooood 2.00% 2.00%

The stock price was the closing price at the
respective end of the reporting period while the
expected volatility was determined by calculating the
historical volatility of the Company’s share price over
the previous year.

goooobobooooooobboo
ooooObObOOooooooobDboo
ooboooboo
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38. Deferred taxation

The followings are the major deferred tax assets and
liabilities recognised and movements thereon during
the current and prior years:

The Group
ooo

Accelerated
tax
depreciation

167
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38. Deferred taxation (Continued)

38. OO0 OoO

The Company

ooo
Accelerated
tax Revaluation

depreciation of properties Total

oooooo oooo oo

HK$’000 HK$’000 HK$°000

ooo ooo oog

At 1 January 2008 0000000000 (55) (4,682) (4,737)

Effect of change in tax rate ooooooo = 271 271
Credit to other comprehensive 00000oOoOooooo

income for the year = 515 516

At 31 December 2008 0000000000000 (55) (3,896) (3,951)
Charge to other comprehensive 00000ooooooo

income for the year - (1,366) (1,366)

At 31 December 2009 0000000000000 (55) (5,262) (5,317)

At the end of the reporting period, the Group had
unused tax losses of approximately HK$89,210,000
(2008: HK$88,302,000) available for offset against
future profits. A deferred tax asset has been
recognised in respect of approximately HK$8,617,000
(2008: HK$8,617,000) of such losses. No deferred
tax asset has been recognised in respect of the
remaining HK$80,593,000 (2008: HK$79,685,000)
due to unpredictability of future profit streams and
such tax losses may be carried forward indefinitely.

At the end of reporting period, the Company had
unused tax losses of approximately HK$32,075,000
(2008: HK$32,075,000) available for offset against
future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit
stream.

Under the EIT Law, withholding tax is imposed
on dividends declared to overseas investors in
respect of profits earned by PRC subsidiaries from
1 January 2008 onwards. Deferred taxation has
not been provided for in the consolidated financial
statements in respect of temporary differences
attributable to accumulated profits of the PRC
subsidiaries amounting to HK$240,857,000 (2008:
HK$44,702,000) as the Group is able to control the
timing of the reversal of the temporary differences
and it is probable that the temporary differences will
not reverse in the foreseeable future.

oooobObOO0oooooobobDbOOo
OO0O0oOoooooodass2t10,0000
(00000 008s,302,0000 0O
ooOooobaoset7,0000 mo0Od
ooOgsgeirooo000OOooOnOd
ooooobooboobooDbao
oooobooboooboooooonoao
OO0Q0as8ob930000mooooog
79,685,0000 0 0 C0CDOOOCODO
oo

oooobObOO0ooooooobDbOOo
oooooooOdoaoas20r50000
(O0O00O000oOos20r50000 0
oooooOoOOO0oooooDbDbOOO
ooboooboao

oooobooOooboobooDbao
ooooobooboobooobao
oo0DooboobooobDoooonoag
ooobObOO0O0oooooobDbOO0oo
oo0DooboobooobDoooonoag
ooboooboooboooDbOo
0 0 240,857,0000 MO O0O0O0OOO
44, 7020000 00 CCOOOOOO
ooooObDbOOoooooobDbOon

oono
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39. Trade payables

40.

The following is an aged analysis of trade payables
presented based on the invoice date at the end of
the reporting period:

The Group
ood

2009 2008
O0000 |peyepeymgs
HK$’000 HK$’000
ooo ooo

0 to 30 days ooooagd

31 to 90 days oooooooo

91 to 180 days oooooooooo
181 to 360 days oooooooooooo
Over 360 days ooooooo

13,591 33,401
8,958 18,333
9,614 14,563

11,995 19,184

55,042 28,352

99,200 113,833

Accrued charges, rental deposits and other
payables
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41.

42.

43.

Amount due to an associate

The Group and the Company

The amount is unsecured, non-interest bearing and
repayable on demand.

Amounts due to subsidiaries
The Company

The amounts are unsecured, non-interest bearing
and repayable on demand.

Acquisition of subsidiaries

On 5 December 2008, the Group acquired
100% equity interest of Sun Steed International
Investments Limited (“Sun Steed”) and its non-
wholly owned subsidiaries, which are involved
in production and trading of petrochemical
products, and a shareholder’s loan due to the
vendor of HK$100,000,000, for a consideration of
HK$84,823,000 and HK$100,000,000 respectively
from an associate of the Group. This acquisition has
been accounted for using the purchase method.
The amount of goodwill arising as a result of the
acquisition, determined using provisional fair values
for certain assets, was HK$4,391,000.

41.

42.

43.

ggooooooo

gobooon

oooooObOOooooooobobboOoo
oono

goooood

oon

gooboooooooboooooon
oon

goooon

ooDooboOooboOoboonoao
O00 00 D084,8230000 O O
100,000,000 0000000000
oob0oobOoOooboooOomoo
ooooooboooooooo
Oo00O0O0OooDOOi100%0000
ooo0O0ooooO0o0oadi100,000,0000
oooooboooboobuooog
ooobOoOO0O0ooooooobbOO0oo
ob0oobooOooao4,391,000000
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43. Acquisition of subsidiaries (Continued) 43. DO0O0DO0OO0Doo

The net assets acquired in the transaction, and the 0000o0D000o0ooooOoOoon

goodwill arising, are as follows: ooag
Carrying
amount and
fair value
oooo
ooo
(note i)
oooiod
HK$°000
onoo
Net assets acquired: oooooo
Land use rights ooood 26,091
Property, plant and equipment oooooooag 267,966
Inventories oo 74,018
Trade receivables oooag 8,161
Deposit, prepayments and other receivables 00o0odoooooooad 61,882
Bank balances and cash ooooood 235,503
Trade payables oooag (21,326)
Accrued charges, rental deposits and other ooooooboooooo
payables ooo (17,762)
Amount due to associates of the Group doooooooon (115,500)
Shareholder’s loan due to the vendor (Note) ooooooooooo (100,000)
Borrowings ood (137,931)
Deferred tax liabilities gooooag (1,712)
279,390
Minority interests ooooono (198,958)
Goodwill oo 4,391
Total consideration satisfied by cash ooooag 84,823
Net cash inflow arising on acquisition: ooooooooooag
Cash consideration paid for acquisition of oooooooooon
subsidiaries oo (84,823)
Cash consideration paid for purchase of a 00ooooooooo
shareholder’s loan ood (100,000)
Bank balances and cash acquired O000o0ooooo 235,503
50,680

Note: oo

go0ooDoOOoo0oooooooOooooaon
0001000000000 0000O00000O
100,000,0000 0000000

According to the sale and purchase agreement, the Group
was required to purchase a shareholder’s loan amounting to
HK$100,000,000 due to the vendor, Cll for a consideration
of HK$100,000,000.
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43.

44.

Acquisition of subsidiaries (Continued)

After the acquisition of Sun Steed and its subsidiaries
from an associate of the Group, the Group obtained
control over the operation of Sun Steed. Goodwill
arising on the acquisition is attributable to the
anticipated profitability brought about by the potential
increase in demand for petrochemical products in the
PRC and the faster decision making process from the
control.

The subsidiaries acquired contributed approximately
HK$45,662,000 to the Group’s revenue and loss of
approximately HK$1,528,000 from operating activities
for the period between the date of acquisition and 31
December 2008.

If the acquisition had been completed on 1 January
2008, total group revenue for the year ended 31
December 2008 would have been HK$1,100,192,000,
and profit for the year ended 31 December 2008
would have been HK$103,932,000. The pro forma
information is for illustrative purposes only and is
not necessarily an indication of revenue and results
of operations of the Group that actually would have
been achieved if the acquisition been completed on 1
January 2008, nor is it intended to be a projection of
future results.

Deemed disposal of a subsidiary

During the year, the shareholders of a non-wholly
owned subsidiary of the Group, TZ United East,
approved certain amendments in its memorandum
and articles of association. Such amendments
increased the number of directors in the board of
directors from 9 to 10 and each of the Group and
another shareholder of TZ United East had appointed
5 directors to the board of directors of TZ United
East. Previously, the Group appointed 5 out of
the 9 directors. In the opinion of the directors, the
decrease in voting power due to this amendment
caused the Group to lose its control over TZ United
East’s financial and operating policies. As a result, TZ
United East was deemed disposed of and became a
jointly controlled entity of the Group.

43.

44,

ooooowoo

goooooooooooooboooo
ooooObObOO0oooooobObDbOoo
ooobOoOoOooooooobobboo
goooooooooooooboooo
ooooObbOOooooooOobDbOo
ooooon

goooooooooooooboooo
ooooObbOOooooooOobDbOo
0 45,662,0000 00 00O 0O 1,528,000
oooooooooo

ooooocoooobooboooog
ooooboobOoooonad
1,100,192,0000 OO O O O O O
ooooocoooobooboooog
103,932,0000 0000000000
oooooOoOOoooooboDbbOOO
ooooooooooooooobooo
ooooObObOOO0oooooobDbOOO
ooboooobooooog

gooooooobooo

ooooboooooooobobbooo
ooooboooooooooobooboog
ooooObObOOO0ooooooODbDbO0OO
oooobooooobooooooao
ooooooooooooooboobooo
ooobObOoOoooooooobboo
ooooObooOoOooooooobobooo
goooooooooooooboooo
oooooOobOOoOooooooboDbbO0oo
oooobOoOoooooooboobooo
oo
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44. Deemed disposal of a subsidiary (Continued) 44. O0OOOODOOOOOODOO

goooooooooooooooon

The net assets of the deemed disposed subsidiary at

the date of disposal were as follows: oooogo
HK$’000
oono
Net assets disposed: ooooono
Property, plant and equipment dooooooao 266,451
Inventories oad 47,546
Trade receivables oooad 462
Deposits, prepayments and other receivables dddd0oooooooao 21,051
Bank balances and cash ooooood 62,981
Trade payables oooo (9,163)
Accrued charges, rental deposits and ooDOoooODOoOon
other payables ooooo (19,163)
Borrowings oo (135,900)
Taxation payable gooo (749)
Deferred tax liabilities ooooodo (1,712)
231,804
Minority interests oooooo (115,902)
115,902
Goodwill oo 4,391
Amount transferred to interest in jointly oooooooood
controlled entities oooo 120,293
Cash outflow arising on deemed disposal oooDoodooooon 62,981

173
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45. Operating lease arrangements
The Group
The Group as lessee

At the end of the reporting period, the Group had
commitments for future minimum lease payments
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45. Operating lease arrangements (Continued)

The Group as lessor (Continued)

45. 00O O0ODDwoo

ooooooonrmonn

At the end of the reporting period, the Group had
contracted with tenants for the following future

oooooObOOooooooobobboOoo
ooboooobOooon

minimum lease payments:

The Group
ooo

2009 2008

ooooo ooooo

HK$’000 HK$’000

ooo ooo

Within one year ooooag 50,179 24,615
In the second to fifth year ooooogo

inclusive oooooooood 18,822 16,838

After five years oooad 1,699 2,234

70,700 43,687

The Company

The Company has no operating lease arrangements

oono

ooooObOoOOooooooboboon

at the end of the reporting periods. ooo
46. Capital commitments 46. 0 OO0O
The Group
ooao
2009 2008
00000 |peyeEeEuis
HK$°000 HK$’000
o0o onono
Capital contribution in an investment in 000000 oooooooao
an associate contracted for but not oooooooooooao
provided in the consolidated ooooyoon
financial statements (Note) — 386,111
Capital contribution in respect of the 000000 oooooooao
acquisition of property, plant and oooooooooooag
equipment contracted for but not ooooag
provided in the consolidated
financial statements — 3,124

175
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46. Capital commitments (Continued)

47.

Note: The Group’s total expected investment amount
in the associate is RMB607,500,000 (equivalent
to approximately HK$675,000,000) including
RMB300,000,000 registered capital and
RMB307,500,000 shareholders loan. This associate
was established after obtaining the approval from
independent shareholders of the Company on
25 January 2008. As at 31 December 2008, the
Group contributed RMB60,000,000 (equivalent to
approximately HK$66,667,000) as registered capital
and RMB200,000,000 (equivalent to approximately
HK$222,222,000) as shareholder’s loan and
the remaining RMB347,500,000 (equivalent to
approximately HK$386,111,000) was included as
capital commitment.

On 1 December 2009, a resolution was passed in
the board of directors meeting of this associate.
Pursuant to this resolution, certain terms stated
in the memorandum of article association of
this associate was amended, which caused the
authorised registered capital to be reduced from
RMB1,000,000,000 to RMB200,000,000 and the
shareholders loans previously obtained from each
shareholders were refunded during the year ended
31 December 2009. After this amendment, the
Group had no further capital commitment to this
associate.

The Company

The Company has no capital commitment at the end
of the reporting periods.

Retirement benefits plans

The Group operates a Mandatory Provident Fund
Scheme (the “Scheme”) for all qualifying employees
in Hong Kong. The assets of the Scheme are held
separately from those of the Group and are held,
in funds under the control of trustees. The Group
contributes the lower of HK$1,000 per month or 5%
of relevant payroll costs to the Scheme.

46. DD D Woo

47.

ooo

oono

ooooooooooOoooOoo
000000000 eo7,500,000
00 O 0 0 O 0675000000
O O0O00oooos00,000,000
OooOoOoO0OoOooo 307,500,000
oooOoOoO0oooooOooooo
ooooOooooooooooo
ooboooooocooooooo
ooboooooocoOoooooao
O0OO0O0O0Oeo000000M0O 00O
O00e6,6670000 000000
000 200,000,000 O0000O0O0O
222,222,000 0 0 0O0OOOO
00000 347,500,000 000
0 386,111,0000 000000 0O
opooo

ooboooooocoOooOocoOoo
ooooOoOoDoDoOoOoDoOOoOooo
ooooOoDOoOoO0oDOOoOoooo
ooo0boODooooOoOoOoo0oooono
Ooooooao1,000,000,000000
0 00 0 200,000,00000000
ooooOoOoooOoocOooobooao
ooooOoOOoOooooOoooDooo
oo0oo0ooOOooOoOOooOOoOooDOo
oboooOooOoooooooon

obooobooboooboooooboo

oo

goooon

ooo
ooo

ooooobooooooooon
ooobOooooOoooOon

ooooboobooobooooonoao
ooooobooobooboooo

oog

oooooooooooi,000

OO0O0O0O0O0005% 0000000

oo
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47.

48.

Retirement benefits plans (Continued)

The employees of the subsidiaries in the PRC are
members of retirement benefits schemes operated by
the PRC government. The relevant PRC subsidiaries
are required to make contributions to the state
retirement scheme in the PRC based on 20% of the
monthly salaries of their current employees to fund
the benefits. The employees are entitled to retirement
pension calculated with reference to their basic
salaries on retirement and their length of service in
accordance with the relevant government regulations.
The PRC government is responsible for the pension
liability to the retired staff.

The total cost charged to the consolidated income
statement of HK$6,008,000 (2008: HK$5,267,000)
represents contributions to these schemes by the
Group in respect of the current accounting period.
As at 31 December 2009 and 2008, no contributions
due in respect of the reporting period had not been
paid over to the scheme.

Share options

On 27 May 2002, the shareholders of the Company
approved the termination (to the effect that no further
share options shall be offered) of the share option
scheme adopted by the Company on 26 June 1995
(the “Old Share Option Scheme”) and the adoption of
a new share option scheme (the “New Share Option
Scheme”) with effect from 27 May 2002. The Old
Share Option Scheme and the New Share Option
Scheme were adopted for the primary purpose
of giving incentives to the directors and eligible
employees of the Group.

47.

48.

ooooowoo

oooobooooooooooog
ooooboOoooooobooDbOo
oooobooooobooooooao
0000000000000 20%0
ooobOboOO0ooooooobboo
oooobOoOoooooobobbooo
ooooboooooooooboboog
oooobObOOO0ooooooODbDbO0OO
oobooobooobDoo

obobobobobOoonoaod
6,008,000 MO O O O OO
52670000 0 D 0O0O0ODODOD
ooooObObOOooooooODbDbO0OO
oooooOoOOooooooboDbbOOO
oooooooooooooboboog
oon

ggod

oooooooooooboooobaOg
oooobmoooooooog
ooooomooooooooog
oooobDbOOoooooOooooon
oobonoooooooboooog
ooboobOoooOoOnooobd
oooooooooooobobooo
ooooooooooooooobooo
oooo
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48. Share options (Continued)

According to the Old Share Option Scheme, the
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49. Related party transactions 49. O0ODOOO

The Group oono

During the year, the Group entered into the following oobDodobOOoOoooboooooog

transactions with related parties:

2009 2008
ooooo ooooo
HK$°000 HK$’000
ooo oono
Interest income from a jointly dd0doooooao
controlled entity oooano 1,711 2,717
Interest income from associates ooooooooooag 61,345 90,708
Interest income on loan to minority ooooooag
shareholders of subsidiaries 0o00o0ooOoooo 1,715 828
Interest expense on loan from minority oo0oDodooooon
shareholders of subsidiaries Ooooooono 1,590 1,235
Property management fee income doooooooooag
from an associate ooooag 83 76
Rental income from an associate Dddddodoooood 218 208
Rental income from a jointly O00DO0o0ooooo
controlled entity ooooad 2,469 585
Accountancy fee income from a jointly ddooooooooag
controlled entity 1,677 —

ooooboOobooobooooonod
ooooboOobooobooooonod
220230270 400 410

Details of balances with related companies and other
transactions with related parties are set out in the
consolidated statement of financial position and in
notes 22, 23, 27, 40 and 41.

The Group and the Company oooooono
000o0ooDoooooooooo
000000o0oDoooDooOoo
O00OO0O0O0oOoOO0oooD 84,823,000
0001000000000 000O0OOO0
00D0000o00oDOooDooo0Ooo
ooo0Ood430

During the year ended 31 December 2008, the
Group and the Company purchased the entire equity
interest of Sun Steed and a shareholder’s loan from
Cll, an associate of the Group, at a consideration of
approximately HK$84,823,000 and HK$100,000,000
respectively. Details of this transaction are set out in
note 43.

oboooocoooboboooaod
ooobObOo0ooooooobboo
OO0O0O0000a00es,500,0000 0
ooooboboooooooOobboo
ooooboboOooooooobobboo
oooobboooooooboboo
gooo

During the year ended 31 December 2008, the
Group and the Company purchased available-for-sale
investments from ClII, an associate of the Group, at a
consideration of HK$63,500,000. As at 31 December
2009 and 2008, these available-for-sale investments
were held on trust by a subsidiary of a shareholder of
the Company.
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49. Related party transactions (Continued) 49. O D0DODODWoo
The Company oono
Details of balances with subsidiaries are set out in oooooooooooooooog
the statement of financial position and in notes 19 Oo0o0Oo190 420
and 42.
Except for the directors’ remuneration as disclosed in goooOooOOooOOoOooOoooog
note 9 during the year, there is no other remuneration oobDooobOooobooooo
of key management.
The remuneration of directors is determined by 00000 O00O0o0oOoOooOoooan
the remuneration committee having regard to the Joooooooooo
performance of individuals and market trends.
50. Major non-cash transactions 50. OOOOOOO0
During year ended 31 December 2009, out of the oooooboobOooboboo
total consideration of HK$358,233,000 for disposal 0000000 ooooaoad
of an associate, HK$258,233,000 was yet to be 358,233,0000 O O O O 258,233,000
received and included in the deposits, prepayments 00000 O00O0o0ooOoooOooon
and other receivables. The fair value of the unsettled odooooooooooooooog
consideration at initial recognition amounted to 236,880,0000 0 O O 5.52% 00 00O
HK$236,880,000 was determined by using imputed oooa
interest rate of 5.52%.
During the year ended 31 December 2008, the oooooOoboOoooooooobooboog
Group’s deposit paid for establishment of an 000000000000 0000a0
associate of HK$64,171,000 was transferred to 64,171,0000 0000 0O0O0O0ODO
interest in an associate upon the formation of this ooooooooooo
associate.
51. Events after the reporting period 51. OOOOOOO
Subsequent to 31 December 2009, the Group has 0000000000000 O0O0oOoon
the following significant subsequent events: oooDoooboooog
(i) During the year, the Company entered into (i) 000o0oooooooooo
a legally binding term sheet with CGNPC 0o0oo0Do0moooooooag
International Limited (the “Investor”), a wholly 00o0oo0ooooooooao
owned subsidiary of China Guangdong Nuclear Jddooooooooooodo
Power Holding Co., Ltd. which is a company Oo0oooooooooooaon
established in the PRC under the leadership go0oDopoDoOooOoooOooan
of State-owned Assets Supervision and 000000000 DOO0O00O0
Administration Commission of the State Council 0oooooooooooao
of PRC. Pursuant to the term sheet, a formal oooooooooooooao
subscription agreement would be entered into 00o0oooooooooao
between the Company and the Investor upon go0ooDooooOoooooaon
the completion of the satisfactory due diligence go0o0oDoODoo0oooooao
by the Investor and finalisation of the terms of 00od0ooDOoooooooo
the subscription agreement. On 28 January 0o0oodooooooooao
2010, after the completion of the satisfactory gooooodz2oO0O0Oo0O0OaO
due diligence by the Investor, the Investor has 00O v28,280,0000 00000
entered into a formal subscription agreement, 0 O 364,140,0000 O O OO O
pursuant to this subscription agreement, the 0o0ooo0Dooooooooao
Investor would subscribe 364,140,000 new ooo20000000000
shares of the Company for a consideration of [0 364,140,0000 O O MO O
HK$728,280,000 at the subscription price of go0oDopoDoOooOoooOooan
HK$2 per share. On 10 February 2010, a total 16.67% M 0000

of 364,140,000 new shares of the Company,
representing 16.67% of the issued share capital
of the Company as enlarged by the subscription
shares, were allotted and issued to the Investor
at the subscription price of HK$2 per share.
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51. Events after the reporting period (Continued)

(ii)

(iif)

On 10 February 2010, the Company entered
into a non-legally binding letter of intent (the
“Letter of Intent”) with the Investor. Pursuant
to the Letter of Intent, the Company and the
Investor are considering the possibility of
investing directly or indirectly through a special
purpose vehicle, in projects recommended by
the Investor (the “Proposed Transactions”) on
or before 31 December 2011. The Company
intends to take up interests in the Proposed
Transactions in the range of 20% to 49%. The
expected investment of the Company will be
no more than HK$1,000 million in aggregate.
The Proposed Transactions shall be related to
resources, energy and nuclear such as nuclear
power assets, general power assets, uranium
mine resources and applications of nuclear
technology. At the date of the report, no formal
agreement has been entered into between the
Company and the Investor in respect of the
Proposed Transactions.

On 18 March 2010, DOODOOOOOOOO
OO0 (“Beijing Runda”), an indirectly wholly
owned subsidiary of the Company, entered into
a capital increase agreement (the “Agreement’)
with Shanxi Guoyang New Energy Co., Ltd.
(“Shanxi Guoyang”), a joint stock limited
company incorporated in the PRC which shares
are listed on the Shanghai Stock Exchange.
Pursuant to the Agreement, the registered
capital of OO O ODOOOOOO (“Guoyang
Tiantai”), a company incorporated in the
PRC with limited liability, will be increased to
RMB2,000 million (equivalent to approximately
HK$2,260 million). The capital increase will be
contributed as to RMB980 million (equivalent
to approximately HK$1,107,400,000) by Beijing
Runda and RMB670 million (equivalent to
approximately HK$757,100,000) by Shanxi
Guoyang respectively. Upon the completion
of the capital increase, the registered capital
and paid-up capital of Guoyang Tiantai will
be increased to RMB2,000 million (equivalent
to approximately HK$2,260 million) and the
capital contribution of Beijing Runda and Shanxi
Guoyang in Guoyang Tiantai will be RMB980
million (equivalent to approximately HK$1,107
million) and RMB1,020 million (equivalent to
approximately HK$1,153 million), representing
49% and 51% of the registered capital of
Guoyang Tiantai respectively. Following the
capital increase, Guoyang Tiantai will be treated
as an associate of the Company. At the date
of the report, Guoyang Tiantai has yet to
commence business and it will be engaged in
coal resources related business.
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51. Events after the reporting period (Continued)

(iv)

On 30 March 2010, the Company concluded
an investment of USD25 million (equivalent to
approximately HK$195 million) by investing
into the convertible note issued by Winsway
Coking Coal Holdings Limited (“Winsway Coking
Coal”), of which the convertible note can be
converted into listed securities upon the listing
of Winsway Coking Coal in accordance with
agreed covenants. Winsway Coking Coal is a
conglomerate platform enterprise engaged in
the businesses of coal import, cross-border coal
logistics (mainly across the borders of China-
Mongolia and China-Russia), coal equipment
development and operation, coal selection
processing and coal trading.

52. Particulars of subsidiaries, associates and
jointly controlled entities

(@)

Particulars of the Company’s major subsidiaries
at 31 December 2009 are as follows:

51.

52.

oooooowoo

(v ODODOOOoOoooDooooDo
000o0aoad?250000000 10
oagtgs,000,00000monOnO
gbobooooOOooooom
gbooobobooobobo
goooooOoooboooDbo
goboooooooooboo
goooobmobooo — o
goob —OO0000moo
gbooooboooobobo
goooOoooboooboo

gboooboboooooboooo
ogdod

@@ ODODO0ODOOOOOODDODOO
gboobOooboOoboooDbo
oo

Proportion of
nominal value of
issued ordinary

Country/ Nominal value of share capital/
place of issued ordinary registered capital
incorporation/ share capital/ held by the Company
establishment registered capital oooooo
Name of company gooo goopoo goooooooo Principal activities
oooo 0ooooo goooooooo gooooooo gooa
Directly Indirectly
oo oo
Beiling East Gate Development PRC US$100,413,500 = 100%  Property development
Co., Ltd. (‘Beijing East Gate’) oo 100,413,5000 0 and investment
000000000O00000m  (Note i) goooooa
oooig
Beijing Yinda Property Management ~ PRC RMB10,000,000 = 90% Property management
Limited ("Yinda”) oo 000 10,000,0000 oooa
00000000000000 (Note i)

moom oooia
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52. Particulars of subsidiaries, associates and 52. 00 O0OO0OOOOOOOOOOOO
jointly controlled entities (Continued) 00ooo
(a) (continued) (@ Oooo

Proportion of
nominal value of
issued ordinary

Country/ Nominal value of share capital/
place of issued ordinary registered capital
incorporation/ share capital/ held by the Company
establishment registered capital oooooo
Name of company oooo oooooo ooooooooo Principal activities
oooo 000000 0oooCooooo 00oooooo oooa
Directly Indirectly
oo oo
Silver Grant Department British Virgin US$1 100% — Inactive
Store (BVI) Limited Islands 100 oooo
oooooo
Silver Grant Hainan Investment British Virgin US$1 100% = Inactive
(BVI) Limited Islands 100 oooo
gooooo
Silver Grant Infra-structure British Virgin US$1 100% = Investment holding
Investment (BVI) Limited Islands 100 oooo
gooooo
Samtung Investment Limited British Virgin US$1 100% — Investment holding
Islands 100 oooo
oooooo
Platinum Two Limited Mauritius US$1 100% — Inactive
oooao 100 gooa
Silver Grant International Infra- Hong Kong HK$2 = 100%  Investment holding
structure Investment Limited oo 200 oooo
gopoooooooooao
Silver Grant International Securities Hong Kong HK$2 - 100%  Securities trading
Investment Limited oo 200 gooo

oooooooooooa
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52. Particulars of subsidiaries, associates and 52. 00 O0OO0OOOOOOOOOOOO
jointly controlled entities (Continued) 00ooo
(a) (continued) (@ Oooo

Proportion of
nominal value of
issued ordinary

Country/ Nominal value of share capital/
place of issued ordinary registered capital
incorporation/ share capital/ held by the Company
establishment registered capital oooooo
Name of company oooo oooooo gooooooooo Principal activities
oooo oooooo o0oooooooo oooooooo oooo
Directly Indirectly
o0 o0
Silver Grant International Hong Kong HK$100 = 100% Investment holding
Petrochemical Limited oo 10000 oooo
(Formerly known as
“Cll Petrochemical Co., Limited”)
oooooooooa
oob@MoOooooooom
“Tai Zhou Dong Tai Petrochemical PRC RMB230,000,000 = 69.78%  Property holding and
Company Limited (‘TZDong Tai") 00O 000 230,000,0000 Investment
000000000O00D0Om  (Note iii) ooooooo
oooiig
Fast Winner Investments Limited” British Virgin US$1,000 100% — Inactive
Islands 1,0000 0 oooo
oooooo
Aesco Limited” Hong Kong HK$200,000 100% - Investment holding
oo 200,00000 oooo
*Jing Yin International Investment PRC RMB100,000,000 - 100%  Inactive
Consultant (Beljing) Company Ltd" 00 000 100,000,000 gooo
("Jing Yin")
ooooooomoomooo?
moom
* The english names are for identification only. * oooooooon
# Newly incorporated or acquired during the year # goboobobooooooo

ended 31 December 2009. gooooooooo
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52. Particulars of subsidiaries, associates and

jointly controlled entities (Continued)

(a) (continued)

Notes:

(i) The subsidiary is registered as a wholly foreign-
owned enterprise.

(ii) It is a sino-foreign equity joint venture company
established in the PRC. Under the joint
venture agreement, the Group is responsible
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52. Particulars of subsidiaries, associates and

52. DO0O0D0OOO0OO0DOOODbOOoOooO

jointly controlled entities (Continued) 00ooo
(b) Particulars of the Group’s significant associates (o) DODODODODOOOOOOD
at 31 December 2009 are as follows: oooooDooooooooo
oo
Country/
place of
incorporation/
Form of establishment  Principal
business 0ooo place of Class of Proportion of nominal value of
Name of company structure oooo/ business shares held registered capital held by Principal activities
oooo oooo 000 0ooooo  oooooo poooooooooo 0ooo
The Group  The Company
0oo 000
oooooo Registered PRC PRC Registered capital 30% = Property
oooo oo 0o oo 0ooo development
and operation,
property
management and
construction
goooooooo
oooooo
*Zhong Hai You Qi (Tai~ Registered PRC PRC Registered capit