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DEFINITIONS

In this circular, the following expressions shall, unless the context requires otherwise,

have the following meanings:

“Announcement”

“associates”

“Board”

“Company”

“connected person”

“Directors”

“Disposals”

“Group”

“Hong Kong”

“Independent Property Agent”

“Independent Third Party(ies)”

“Latest Practicable Date”

the Company’s announcement dated 7 November 2005 in
relation to the Disposals and a possible major transaction
arising from the future disposals of the remaining units in
Milan Place

has the meaning ascribed thereto in the Listing Rules

the board of Directors

Wang On Group Limited, a company incorporated in
Bermuda with limited liability and the shares of which
are listed on the Stock Exchange

has the meaning ascribed to it under the Listing Rules

the directors of the Company

the disposals of the properties pursuant to the Provisional
Agreements

the Company and its subsidiaries

the Hong Kong Special Administrative Region of the
People’s Republic of China

The property agency firm independent of and not
connected with the Company, any of the Directors, chief
executive or substantial shareholders of the Company or
any of its subsidiaries or their respective associates, as
defined in the Listing Rules

independent third party(ies) who, to the best of
knowledge, information and belief having made all
reasonable enquiry of the Directors, are not connected
with any of the Directors, chief executive or substantial
shareholders of the Company or any of its subsidiaries or
their respective associates, as defined in the Listing Rules

21 November 2005, being the latest practicable date for
ascertaining certain information for inclusion in this

circular



DEFINITIONS

“Listing Rules”

“Milan Place”

“Properties”

“Provisional Agreements”

“SGM”

“Shareholders”

“Stock Exchange”

“WYT”

“HK$”

“sq.ft.”

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited

a 18-storey building, amongst which 16 storeys
comprising of 48 units are currently offered for sale for
residential purpose and 2 storeys with 9 shop lots are
currently offered for sale and rental for commercial

purposes

the 48 residential units and 9 shop lots in Milan Place

The provisional sale and purchase agreements entered
into between Hanwin Investment Limited and Lica
Parking Company Limited and the Independent Third
Parties in relation to the disposals of 26 residential units
and 3 shop lots in Milan Place respectively

special general meeting to be convened on 9 December
2005 by the Company to seek prior approval from the
Shareholders in respect of such possible major
transaction arising from the future disposal of the
remaining units of Milan Place

shareholders of the Company

The Stock Exchange of Hong Kong Limited

Wai Yuen Tong Medicine Holdings Limited, a company
incorporated in Bermuda with limited liability and the
shares of which are listed on the Stock Exchange (Stock
Code: 897)

Hong Kong dollars, the lawful currency of Hong Kong

square feet
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23 November 2005
To the Shareholders

Dear Sir or Madam,

DISCLOSEABLE AND POSSIBLE MAJOR TRANSACTION
— DISPOSAL OF PROPERTIES

INTRODUCTION

The Group is currently offering for sale of 48 residential units and 9 shop lots (having
various tenancy agreements with monthly rental of approximately HK$0.3 million) in Milan
Place, which is a 18-storey building located at No. 58, Yen Chow Street, Kowloon, Hong Kong.

Since 21 September 2005, the Group has commenced sale of the Properties through the
Independent Property Agent. Hanwin Investment Limited and Lica Parking Company Limited,
each being an indirect wholly-owned subsidiary of the Company, have respectively since 21

* For identification purpose only
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September 2005 and 5 October 2005, entered into various Provisional Agreements with
purchasers who are Independent Third Parties for their purchases of 26 residential units and 3
shop lots in the Milan Place from the Group. The Disposals contemplated under the Provisional
Agreements in aggregate constituted a discloseable transaction under Chapter 14 of the Listing
Rules.

The Group intends to sell the remaining units of Milan Place to Independent Third Parties
which, in aggregate with the Disposals, may constitute a major transaction under Chapter 14
of the Listing Rules.

A SGM will be convened by the Company to seek prior approval from the Shareholders
for a period of 12 months from the date of SGM for the sale of the remaining units of Milan
Place to the Independent Third Parties only to the extent that any further sale of the remaining
units of Milan Place in aggregate with the Disposals constitutes major transaction under
Chapter 14 of the Listing Rules.

The purpose of this circular is to provide you with, among others, details of the Disposals,
a valuation report of the Properties by an independent property valuer and a notice of the SGM
proposing a resolution in respect of seeking prior approval from the Shareholders for the
possible major transaction arising from the future disposal of the remaining units in Milan
Place.

INFORMATION ON MILAN PLACE (PREVIOUSLY KNOWN AS WEALTHY
TERRACE)

Milan Place, located at No. 58, Yen Chow Street, Kowloon, Hong Kong, is a 18-storey
building, in which (i) 16 storeys comprising 48 units are currently offered for sale for
residential purpose; and (ii) 2 storeys with 9 shop lots having various tenancy agreements with
monthly rental of approximately HK$0.3 million are currently offered for sale for commercial
purposes. The aggregate site area and a total floor area of the Properties are approximately

3,300 sq.ft. and approximately 30,000 sq.ft. respectively.

The Properties were acquired by the Group and such acquisition was completed in July
2005 for a consideration of HK$110 million, details of which were set out in the Company’s
announcement and circular dated 22 March 2005 and 13 April 2005 respectively.

The unaudited net book value of the Properties as at 30 September 2005 was
approximately HK$115.7 million.

In view of the improvement of the property market, the Group has commenced the sale
of the Properties since 21 September 2005. Since then, 26 residential units and 3 shop lots in
the Milan Place have been sold to Independent Third Parties. It is anticipated that the remaining

units of the Properties will be sold in light of the sentiment of the property market.

—4—
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To the best of the Director’s knowledge, information and belief having made all
reasonable enquiry, the purchasers of the 26 residential units and 3 shop lots in Milan Place and

their respective ultimate beneficial owners are Independent Third Parties.

REASONS AND BENEFITS FOR THE DISPOSAL OF THE PROPERTIES

The Group is principally engaged in property development, property investment,
management and sub-licensing of Chinese wet markets, shopping centres and car parks and
retail business. It also has interests in the pharmaceutical business through its investments in

WYT, a company listed on The Stock Exchange of Hong Kong Limited.

Having regard to the recent improvement in the Hong Kong economy and the property
market, the Directors consider that (i) the terms of the Disposals; and (ii) the Disposals and the
timing of the sale of the remaining units in Milan Place are fair and reasonable and are in the

best interest of the Company and its shareholders as a whole.

It is expected that further renovation costs, marketing costs and professional fees
amounting to approximately HK$7.3 million will be incurred before completion of the sale of
the Properties, resulting in a total cost of HK$123 million. Assuming that the whole of the
Properties is sold at the fair value of HK$138 million, the possible potential gain before tax
arising from the sale of the Properties is expected to be approximately HK$15 million,
representing the excess over the total costs of HK$123 million. Such an expected gain to the
Group from the sale of the Properties will be booked in the Group’s financial year in which the
Disposals are completed.

The Directors consider that the sale of the whole Properties will bring an increase in the
earnings of the Group by the aforementioned possible potential gain on the disposals without

significant influences to assets and liabilities of the Group.

USE OF PROCEEDS FROM THE SALE OF THE PROPERTIES

The estimated gross proceeds from the Disposals and the proposed disposal of the
remaining units of the Properties of approximately HK$138 million are intended to be applied
(i) as to HK$59.4 million for full repayment of the bank loans secured by the Properties; and
(ii) as to the remaining balance of HK$78.6 million for the Group’s working capital. As at the
Latest Practicable Date, the aggregate amount of the bank loan secured by the Properties was
approximately HK$59.4 million and the interest accrued thereto was approximately HK$0.5

million.
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IMPLICATIONS OF THE LISTING RULES

Discloseable transaction

Since September 2005, the Group has commenced sale of the Properties through the
Independent Property Agent. Hanwin Investment Limited and Lica Parking Company Limited,
each being an indirect wholly-owned subsidiary of the Company, have respectively since 21
September 2005 and 5 October 2005, entered into various Provisional Agreements with
purchasers who are Independent Third Parties for their purchase of 26 residential units (one of
which was entered into on 10 November 2005 after the date of the Announcement) and 3 shop
lots in the Milan Place from the Group at the aggregate consideration of HK$62,242,360, of
which HK$3,786,118 was received as deposit, the balance of HK$58,456,242 shall be received

on completion of each individual transaction.

The Disposals contemplated under the Provisional Agreements in aggregate constitute a

discloseable transaction under Chapter 14 of the Listing Rules.

Possible major transaction

The Group intends to sell the remaining units in Milan Place (i.e. 22 residential units and
6 shop lots) to Independent Third Parties with reference to the prevailing market price. The
consideration will be determined on an arm’s length basis. It is estimated that the gross
proceeds arising from the sale of the remaining properties in Milan Place in aggregate with the
Disposals will amount to approximately HK$138 million, which may constitute a major
transaction under Chapter 14 of the Listing Rules. Any major transaction of the Company must
be made conditional on approval by the Shareholders under Rules 14.40 to 14.47 of the Listing
Rules.

The Directors presently believe that it is unlikely that potential purchasers would be
willing to commit to purchase part or whole of the remaining units in Milan Place from the
Group conditional upon the Company having obtained the Shareholders’ approval. The Board
is also of the view that the disposal(s) of the remaining units in Milan Place conditional upon
such Shareholders’ approval will greatly reduce the interest of any potential purchasers and
also undermine the bargaining power of the Group in terms of selling price, which is not in the
best interests of the Company and the Shareholders as a whole. Therefore, the Company
proposes to seek prior approval from the Shareholders for a period of 12 months from the date
of SGM for the sale of the remaining units of Milan Place to the Independent Third Party(ies)
only to the extent that any further sale of the remaining units of Milan Place in aggregate with

the Disposals constitutes major transactions under Chapter 14 of the Listing Rules.
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In case that any further sale of the remaining units in Milan Place in aggregate with the
Disposals have constituted major transaction under Chapter 14 of the Listing Rules, the sale of
the remaining units in Milan Place (which consist of 22 residential units and 6 shop lots as at
the Latest Practicable Date) to that extent will be conditional upon:

(a) the passing of the ordinary resolution by the Shareholders at the SGM to be
convened by the Company to seek prior approval from the Shareholders in respect
of such possible major transaction arising from the future disposals of the remaining
units of Milan Place;

(b) the sale of the remaining units in Milan Place will be made to Independent Third
Parties and such sale will be conducted by the Independent Property Agent;

(c) the aggregate selling price of the remaining units in Milan Place will not be less than
HK$77 million (equivalent to the average gross floor price of approximately
HK$5,300 per sq.ft. (Note)) (which are by reference to recent sale of the properties
in the nearby areas and are comparable to the relevant selling prices of the sold units
in Milan Place under the Provisional Agreements); and

(d) avaluation of the Properties performed by an independent property valuer (as set out
in Appendix II of this circular for convening the SGM).

Note: The average floor price per sq.ft. represents the proceeds per sq.ft. to be received from the
purchasers by the Company. Similar to the sold units in Milan Place, such average price per

sq.ft. does not include any renovation cost and discount to be borne by the Company.

In the event that the sales of the remaining units in Milan Place in aggregate with the
Disposals constitute a major transaction under Chapter 14 of the Listing Rules within the
period of 12 months from the date of the SGM, a further announcement will be made by the
Company regarding, among other things, the aggregate sale price of the units sold.

In the event that the sale of the remaining units in Milan Place has not yet constituted a
major transaction under Chapter 14 of the Listing Rules after the expiration of 12-month period
from the date of the SGM, and that the Group will thereafter continue with the sale of such
remaining units in Milan Place, where any such further sale in aggregate with units sold within
a 12-month period before the date of such further sales will constitute a notifiable transaction
under Chapter 14 of the Listing Rules, the Company will comply with the requirements under
the Listing Rules.

GENERAL

The sale of the remaining properties in Milan Place, in aggregate with the Disposals, may
constitute a major transaction under Chapter 14 of the Listing Rules. A SGM will be convened
by the Company to seek prior approval from the Shareholders in respect of such possible major
transaction arising from the future disposal(s) of the remaining units of Milan Place to the
Independent Third Party(ies). To the best knowledge of the Company, none of the Shareholders
has material interest in the Disposals and therefore none of the Shareholders is required to
abstain from voting in the SGM.
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VOTING ON POLL

Pursuant to bye-law 66(C) of the existing bye-laws of the Company, at any general
meeting a resolution put to the vote of the meeting shall be decided on a show of hands unless
a poll is (before or after the declaration of the results of the show of hands or on the withdrawal
of any other demand for a poll) demanded:

(i) by the chairman of the meeting; or

(i) by at least 3 members present in person or by proxy (or in the case of a member
being a corporation, by its representative duly authorised therefor) for the time being
entitled to vote at the meeting; or

(iii) by any member or members present in person or by proxy (or being a corporation,
is present by a representative duly authorised therefor) and representing not less
than one-tenth of the total voting rights of all the members having the right to attend
and vote at the meeting; or

(iv) by any member or members present in person or by proxy (or being a corporation,
is present by a representative duly authorised therefor) and having the right to attend
and vote at the meeting on which there have been paid up sums in the aggregate
equal to not less than one-tenth of the total sum paid up on all the shares having that
right.

RECOMMENDATION

For the reasons set out above, the Directors consider that the Disposal is fair and
reasonable and in the interests of the Company and its shareholders as a whole, and therefore
recommend the Shareholders to vote in favour of the ordinary resolution to be proposed at the
SGM to approve the possible major transaction arising from the future disposal of the
remaining units in Milan Place.

ADDITIONAL INFORMATION

Your attention is also drawn to the additional information set out in the appendices to this
circular.

Yours faithfully,

For and on behalf of the Board
Wang On Group Limited
Tang Ching Ho
Chairman



APPENDIX I FINANCIAL INFORMATION ON THE GROUP

SUMMARY OF AUDITED FINANCIAL INFORMATION

The following is a summary of the results and financial position of the Group for the three
years ended 31 March 2005, as extracted from the annual report of the Company for the year
ended 31 March 2005. The figures for the year ended 31 March 2003 have been adjusted for
the effects of the retrospective change in accounting policy affecting income tax.

Results
Year ended 31 March
2005 2004 2003
HK$’000 HK$’000 HK$’000
(Restated)
TURNOVER 364,123 296,565 292,156
PROFIT FROM
OPERATING ACTIVITIES
AFTER FINANCE COSTS 91,071 51,671 80,004
Share of profits and losses of associates (15,000) (10,307) (11,409)
Amortisation of goodwill of associates - (7,656) (16,454)
Provision for impairment of goodwill
of an associate - - (7,000)
PROFIT BEFORE TAX 76,071 33,708 45,141
Tax (5,910) (4,334) (3,361)
PROFIT BEFORE
MINORITY INTERESTS 70,161 29,374 41,780
Minority interests (34) (89) (641)
NET PROFIT FROM ORDINARY
ACTIVITIES ATTRIBUTABLE TO
SHAREHOLDERS 70,127 29,285 41,139
Assets, liabilities and minority interests
31 March
2005 2004 2003
HK$’000 HK$’000 HK$’000
(Restated)
TOTAL ASSETS 1,148,296 857,583 781,578
TOTAL LIABILITIES (411,484) (176,600) (157,766)
MINORITY INTERESTS (435) (401) (324)
736,377 680,582 623,488
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EXTRACT OF THE FINANCIAL STATEMENTS

Set out below are the audited consolidated profit and loss account of the Group for the
two years ended 31 March 2005, the audited consolidated balance sheet of the Group as at 31
March 2004 and 31 March 2005, the audited consolidated statement of changes in equity of the
Group for the two years ended 31 March 2005 and the audited consolidated cash flow statement
of the Group for the two years ended 31 March 2005, the balance sheet of the Company as at
31 March 2004 and 31 March 2005 together with the relevant notes in the accounts, as
extracted from the annual report of the Company for the year ended 31 March 2005.

Consolidated Profit and Loss Account
Year ended 31 March 2005

2005 2004
Notes HK$’000 HK$’000
TURNOVER 5 364,123 296,565
Cost of sales (284,160) (227,559)
Gross profit 79,963 69,006
Other revenue and gains 5 55,650 35,839
Selling and distribution costs (7,857) (10,439)
Administrative expenses (43,867) (44,841)
Other operating expenses (17,596) (14,947)
Gain/(loss) on disposal of subsidiaries 34(d) 26,975 (1,020)
Gain/(loss) on disposal of interests in associates (20,874) 13,048
Surplus on revaluation of investment properties 6, 14 23,003 7,066
PROFIT FROM OPERATING ACTIVITIES 6 95,397 53,712
Finance costs 7 (4,326) (2,041)
Share of profits and losses of associates (15,000) (10,307)
Amortisation of goodwill of associates - (7,656)
PROFIT BEFORE TAX 76,071 33,708
Tax 10 (5,910) (4,334)
PROFIT BEFORE MINORITY INTERESTS 70,161 29,374
Minority interests (34) (89)
NET PROFIT FROM ORDINARY ACTIVITIES

ATTRIBUTABLE TO SHAREHOLDERS 11 70,127 29,285

DIVIDENDS 12
Interim 4,300 3,544
Proposed final 17,846 10,032
22,146 13,576

EARNINGS PER SHARE 13
Basic HK$0.489 HK$0.241
Diluted HK$0.470 HK$0.228

- 10 -
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Consolidated Balance Sheet
31 March 2005

NON-CURRENT ASSETS
Fixed assets

Properties under development
Goodwill

Interests in associates

Long term investments

Loans receivable

Rental deposits paid

Other deposits

Deferred tax assets

CURRENT ASSETS

Properties under development

Short term investments

Inventories

Trade receivables

Prepayments, deposits and other receivables
Tax recoverable

Pledged deposits

Cash and cash equivalents

CURRENT LIABILITIES

Trade payables

Other payables and accruals

Deposits received and receipts in advance
Interest-bearing bank loans

Provisions for onerous contracts

Tax payable

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interest-bearing bank loans
Provisions for onerous contracts
Convertible notes

Deferred tax liabilities

MINORITY INTERESTS

CAPITAL AND RESERVES
Issued capital
Reserves

- 11 -

30

15
19(b)
20
21
22

23
23

24
25

26, 28
27

31
33(a)

2005 2004
HK$’000 HK$’000
245,191 292,779
208,412 —
4,987 5,459
179,011 136,602
54,234 34,843
1,400 1,741
5,465 7,556
30,603 30,630
743 1,584
730,046 511,194
13,044 —
59,305 37,428
70 73
10,027 5,551
22,401 13,972
740 -
7,723 -
304,940 289,365
418,250 346,389
157 188
14,794 12,997
42,470 40,299
28,072 24,575
6,749 9,112
3,269 4,729
95,511 91,900
322,739 254,489
1,052,785 765,683
214,496 80,073
1,420 4,461
98,620 -
1,437 166
315,973 84,700
435 401
736,377 680,582
14,332 14,332
722,045 666,250
736,377 680,582
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Consolidated Statement of Changes in Equity
Year ended 31 March 2005

Investment
Issued Share property Proposed
share  premium Confributed ~ Warrant  Capital revaluaton  Refained final
capitall  account  surplus  reserve  reserve  reserve  profits  dividend Total

Notes HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

At1 April 2003 1815 348222 106,329 1,735 1511 - 153876 - 623488
Placement of shares 2,360 23,600 - - - - - - 25,960
Expiry of warrants - - - (1,735) - - 1,735 - -
Share issue expenses - (810) - - - - - - (810)
Surplus on revaluation of
investment properties
and net gain not
recognised in the profit
and loss account - - - - - 4,69 - - 4,69
Net profit for the year - - - - - - 29285 - 29285
Interim 2004 dividend 10,3 157 1,350 - - - - (3.544) - (2,037)
Proposed final 2004
dividend Y - - - - - - (10032) 10,032 -
Transfer to retained
profits - - - - (1,511) - 1511 - -
At 31 March 2004:
As previously reported 14332 332 106329 - - 46% 172831 10032 680,582
Effect of adopting
HKAS 40 2(b) - - - - - (4,69%) 4,6% - -
As restated 1433 37362+ 106,329 - - S AmSrE 10,0325 680,582
At 1 April 2004:
As previously reported 1433 3723602 106,329 - - 4609 172831 10,032 680582
Effect of adopting
HKAS 40 2(b) - - - - - (4,69) 4,69 - -
As restated 1432 3362 106329 - - - msa 10032 680582
Final 2004 dividend
declared - - - - - - - (10032)  (10,032)
Net profit for the year - - - - - - 10,127 - 10,127
Interim 2005 dividend 12,3 - - - - - - (4,300 - (4,300
Proposed final 2003
dividend 2 - - - - - - (1846 17846 -
At 31 March 2005 14332 37362+ 106,329 - - S 5508 1846% T3637T

* These reserve accounts comprise the consolidated reserves of HK$722,045,000 (2004: HK$666,250,000) in the
consolidated balance sheet.

- 12 -
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[nvestment  Retained

Issued Share property  profits'  Proposed
share  premium Contributed ~ Warrant  Capital revaluation (accumulated final
capital account  surplus  reserve  reserve  reserve losses) ~ dividend Total

HKS000  HKS000  HKS000  HKSO00  HKS'000  HKSO00  HKS'000  HKS'000  HKS'000

Reserves retained by:

Company and subsidiaries 14332 I3 106,329 - - - 0415 17846 773284
Associates - - - - - - (36,907) - (36,907)
At 31 March 2005 14332 I3 106,329 - - - D508 17846 736377

Company and subsidiaries

(s restated) 14332 372360 106,329 - - -1 10032 700,834
Associates - - - - - - (20.252) - (20.252)
At 31 March 2004

(as restated) 14332 372360 106,329 - - - msn 10032 680,582

- 13—
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Consolidated Cash Flow Statement
Year ended 31 March 2005

Notes

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax

Adjustments for:
Finance costs 7
Share of profits and losses of associates
Amortisation of goodwill of associates
Net holding gain on investments
Interest income from investments
Interest income
Dividend income from listed securities
Loss/(gain) on disposal of subsidiaries 34(d)
Loss/(gain) on disposal of interests

in an associate

L L b O\

Gain on disposal of investments, net 5
Gain on disposal of investment properties 5
Gain on disposal of convertible notes

due from an associate 5

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

recognised as income 5
Provision for and write-off of bad

and doubtful debts 6
Provision for impairment

of long term investments 6
Depreciation 6, 14
Amortisation of goodwill of subsidiaries 6
Loss on disposal/write-off of fixed assets 6
Surplus on revaluation of investment properties 6, 14
Recognition of deferred gain on disposal

of subsidiaries 5

Operating profit before working capital changes
Decrease/(increase) in trade receivables,

prepayments, deposits and other receivables
Decrease/(increase) in inventories
Increase/(decrease) in trade payables,

other payables and accruals
Increase/(decrease) in deposits received

and receipts in advance
Decrease in provisions for onerous contracts 6, 27

Cash generated from operations
Hong Kong profits tax paid

Net cash inflow from operating activities

Net cash inflow from operating activities

14 -

2005 2004
HK$’000 HK$’000
76,071 33,708
4,326 2,041
15,000 10,307
- 7,656
(375) (570)
(2,373) (2,386)
(2,916) (8,428)
(405) (128)
(26,975) 1,020
20,874 (13,048)
(1,907) (109)
(7,335) -
. (17,883)
(35,024) -
656 6,821
15,299 1,641
12,109 12,595
- 6,246
29 200
(23,003) (7,066)
- (688)
44,051 31,929
682 (11,721)
3 (887)
(5,557) 2,202
2,171 (1,420)
(5,404) (6,566)
35,946 13,537
(4,395) (909)
31,551 12,628
31,551 12,628




APPENDIX I

FINANCIAL INFORMATION ON THE GROUP

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Dividend income from listed securities
Interest income from investments
Decrease in amounts due from associates
Increase in amounts due to associates
Acquisition of subsidiaries
Acquisitions of additional shares in a subsidiary
Acquisitions of additional shares in an associate
Net inflow/(outflow) of cash and cash equivalents
in respect of the disposal of subsidiaries
Increase in other deposits
Purchases of investment properties
Purchases of other fixed assets
Purchases of properties under development
Proceeds from disposal of investment properties
Proceeds from disposal of fixed assets
Proceeds from disposal of short term investments
Proceeds from disposal of convertible notes
New loans to an associate
Settlement of loans to an associate
Settlement of convertible notes
due from an associate
Purchases of long term investments
Purchases of short term investments
Increase in pledged deposits

Net cash inflow/(outflow) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid

Dividends paid

Proceeds from issue of shares

Share issue expenses

Proceeds from issue of convertible notes
Convertible note issue expenses

Repayment of bank loans

New bank loans

Capital element of finance lease rental payments

Net cash inflow from financing activities
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2005 2004

Notes HK$’000 HK$’000
3,323 8,295

405 128

2,373 2,386

74 208

15 19

34(b) (943) -
34(c) - (1,929)
(85,872) -

34(d) 96,133 (3,904)
(30,603) (30,630)

(197,802) (95,807)

(5,565) (11,678)

(190,000) —

115,135 1,925

62 217

17,343 4,784

- 102,383

- (9,000)

7,000 87,750

56,500 13,000
(35,690) (21,784)
(35,938) (38,189)

(7,723) -

(291,773) 8,174
(5,198) (2,041)
(14,332) (2.037)

- 25,960
- (810)

98,620 -

(3,143) -
(75,322) (27,065)

275,172 60,475
- (110)

275,797 54,372
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Notes

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND

CASH EQUIVALENTS
Cash and bank balances 23
Non-pledged time deposits with original maturity

of less than three months when acquired 23

~16 -

2005 2004
HK$’000 HK$’000
15,575 75,174
289,365 214,191
304,940 289,365
43,300 25,931
261,640 263,434
304,940 289,365
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Balance Sheet
31 March 2005

NON-CURRENT ASSETS
Fixed assets

Interests in subsidiaries
Interests in associates
Long term investments

CURRENT ASSETS

Short term investments

Prepayments, deposits and other receivables
Pledged deposits

Cash and cash equivalents

CURRENT LIABILITIES
Other payables and accruals
Interest-bearing bank loans

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interest-bearing bank loans
Convertible notes

CAPITAL AND RESERVES
Issued capital
Reserves
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Notes

14

17

18
19(a)

19(b)
22
23
23

25
26, 28

28
29

31
33(b)

2005 2004
HK$’000 HK$000
2 5
450,569 356,632
219 219
42,234 15,534
493,024 372,390
43,947 12,105
4,867 1,088
7,723 -
256,883 238,389
313,420 251,582
2,599 241
20,000 -
22,599 241
290,821 251,341
783,845 623,731
45,000 -
98,620 -
143,620 -
640,225 623,731
14,332 14,332
625,893 609,399
640,225 623,731
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Notes to Financial Statements

31 March 2005

1. CORPORATE INFORMATION

The head office and principal place of business of Wang On Group Limited is located at 5th Floor, 9 Wang
Kwong Road, Kowloon Bay, Kowloon, Hong Kong.

During the year, the Group was involved in the following principal activities:

property development

property investment

management and sub-licensing of Chinese wet markets, shopping centres and car parks
retailing of pork stalls

2. IMPACT OF RECENTLY ISSUED HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) AND EARLY ADOPTION OF HKFRSs

The Hong Kong Institute of Certified Public Accountants has issued a number of new Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations, herein collectively referred
to as the new HKFRSs, which are generally effective for accounting periods beginning on or after 1 January 2005.

The Group has early adopted the following new HKFRSs in the financial statements for the year ended 31

March 2005:

HKFRS 3 “Business Combinations”

HKAS 36 “Impairment of Assets”

HKAS 38 “Intangible Assets”

HKAS 40 “Investment Property”

Interpretation 24 “Revenue — Pre-completion Contracts for the Sale of Development
Properties”

The major effect of the adoption of these HKFRSs are summarised as follows:

(a)

The adoption of HKFRS 3, HKAS 36 and HKAS 38 has resulted in a change in the accounting policy
for goodwill and negative goodwill. Prior to this:

goodwill arising from acquisitions after 1 April 2001 was amortised on the straight-line basis over
a period of not exceeding 20 years;

goodwill was assessed for impairment at each balance sheet date;

to the extent that negative goodwill did not relate to identifiable expected future losses and
expenses as at the date of acquisition, negative goodwill arising from acquisitions after 1 April
2001 was recognised in the consolidated profit and loss account on a systematic basis over the
remaining average useful life of the acquired depreciable/amortisable assets; and

on disposal of subsidiaries or associates, any attributable goodwill or negative goodwill
previously eliminated against or credited to the consolidated reserves at the time of acquisition
was written back and included in the calculation of the gain or loss on disposal.

accordance with the provisions of HKFRS 3:

the Group ceased amortisation of goodwill from 1 April 2004;
accumulated amortisation of goodwill arising on the acquisition of subsidiaries and associates as
at 1 April 2004 has been eliminated with a corresponding decrease in the respective cost of

goodwill at that date;

from the year ended 31 March 2005 onwards, goodwill is tested annually for impairment, as well
as when there are indications of impairment;
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(b)

(c)

. any excess of the Group’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities acquired as at the date of acquisition over the cost of the business
combination is recognised immediately in the consolidated profit and loss account; and

. on disposal of subsidiaries or associates, any attributable goodwill previously eliminated against
the consolidated reserves at the time of acquisition is transferred to consolidated retained profits
as a movement in reserves and not included in the calculation of the gain or loss on disposal.

HKFRS 3 is early adopted and the effect of its adoption on these financial statements in respect of the
year ended 31 March 2005 is summarised as follows:

. accumulated amortisation of goodwill arising on the acquisition of subsidiaries and associates as
at 1 April 2004 of HK$1,637,000 and HK$23,999,000, respectively, have been eliminated with a
corresponding decrease in the respective cost of goodwill at that date;

. the excess of the Group’s interest in the net fair value of identifiable assets, liabilities and
contingent liabilities of those companies acquired by the Group during the year over cost of
acquisitions in an aggregate amount of HK$35,024,000 was fully recognised as income for the
year ended 31 March 2005; and

. in respect of disposal of a subsidiary during the year, the attributable goodwill previously
eliminated against the consolidated reserves at the respective time of its acquisition of
HK$926,000 is not included in the calculation of the gain or loss on disposal.

The adoption of HKAS 40 has resulted in a change in accounting policy for the Group’s investment
properties.

Changes in valuation of the investment property were previously dealt with in the investment property
revaluation reserve, on a portfolio basis. Following the adoption of HKAS 40, all changes in valuation
of the investment property would be recognised in the profit and loss account.

As permitted by the transitional requirements in HKAS 40, the comparative statements for the year
ended 31 March 2004 have not been restated to conform to the new policy. The effect of the change in
this accounting policy on the consolidated financial statements in respect of the year ended 31 March
2005 is to adjust the opening retained profits as at 1 April 2004 by reclassifying HK$4,696,000 held in
the investment property revaluation reserve.

The adoption of Interpretation 24 has resulted in a change in accounting policy for the recognition of
revenue arising from pre-completion contracts for the sale of development properties.

Prior to the adoption of Interpretation 24, the estimated profit on pre-sold properties under development
was recognised over the course of development of the properties after execution of the formal sale and
purchase agreement. The amount of estimated profit was calculated based on the proportion of
construction costs incurred over the total estimated construction costs to completion, after making due
allowances for contingencies, and limited to non-refundable cash deposits received. In addition,
properties under development which have been pre-sold were stated at cost plus estimated attributable
profits less foreseeable losses and sales deposits received.

In accordance with the provisions of Interpretation 24, revenue arising from pre-completion contracts
for the sale of development properties that do not fall within the scope of HKAS 11 “Construction
Contracts” is recognised when the significant risks and rewards of ownership have been transferred to
the buyer, provided that the Group maintains neither managerial involvement to the degree usually
associated with ownership, nor effective control over the properties under development sold. Such
properties are stated at cost.

There is no impact on these financial statements on the adoption of this interpretation as the Group did
not have any pre-sold properties under development during the years ended 31 March 2005 and 2004.

The Group has not early adopted other new HKFRSs except for those mentioned above in the financial
statements for the year ended 31 March 2005. The Group has already commenced an assessment of the impact of
other new HKFRSs but is not yet in a position to state whether other new HKFRSs would have a significant impact
on its results of operations and financial position.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

These financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards (which also includes Statements of Standard Accounting Practice (“SSAPs”) and Interpretations)
issued by the Hong Kong Institute of Certified Public Accountants, accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for the periodic remeasurement of investment properties
and certain investments, as further explained below.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries for the year ended 31 March 2005. The results of the subsidiaries acquired or disposed of during
the year are consolidated from or to their effective dates of acquisition or disposal, respectively. All significant
intercompany transactions and balances within the Group are eliminated on consolidation.

Minority interests represent the interests of outside shareholders in the results and net assets of the
Company’s subsidiaries.

Subsidiaries

A subsidiary is a company whose financial and operating policies the Company controls, directly or
indirectly, so as to obtain benefits from its activities.

The results of subsidiaries are included in the Company’s profit and loss account to the extent of
dividends received and receivable. The Company’s interests in subsidiaries are stated at cost less any
impairment losses.

Associates

An associate is a company, not being a subsidiary or a jointly-controlled entity, in which the Group has
a long term interest of generally not less than 20% of the equity voting rights and over which it is in a position
to exercise significant influence.

The Group’s share of the post-acquisition results and reserves of associates is included in the
consolidated profit and loss account and consolidated reserves, respectively. The Group’s interests in
associates are stated in the consolidated balance sheet at the Group’s share of net assets under the equity
method of accounting, less any impairment losses. Goodwill arising from the acquisition of associates, which
was not previously eliminated or recognised in the consolidated reserves, is included as part of the Group’s
interests in associates.

The results of associates are included in the Company’s profit and loss account to the extent of dividends
received and receivable. The Company’s interests in associates are treated as long term assets and are stated
at cost less any impairment losses.

Deferred gain represents the unrealised profit resulting from downstream transactions with an associate
eliminated to the extent of the Group’s interest in that associate. Deferred gain is recognised in the
consolidated balance sheet as part of the Group’s interests in associates.

Business combinations
Goodwill

Goodwill arising on the acquisition of subsidiaries and associates is 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. Goodwill arising on the acquisition of subsidiaries is recognised in
the consolidated balance sheet as an asset and in the case of associates, any unamortised goodwill is included
in the carrying amount thereof, rather than as a separately identified asset on the consolidated balance sheet.
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Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill arising on acquisitions on or after 1 April 2004 is not amortised and goodwill already carried in the
consolidated balance sheet is not amortised after 1 April 2004. Goodwill is reviewed for impairment annually
or more frequently if events or changes in circumstances indicate that the carrying value may be impaired.

As at the acquisition date, any goodwill acquired is allocated to each of the cash-generating units
expected to benefit from the combination’s synergy. Impairment is determined by assessing the recoverable
amount of the cash-generating unit, to which the goodwill relates. Where the recoverable amount of the
cash-generating unit is less than the carrying amount, an impairment loss is recognised. Where goodwill forms
part of a cash-generating unit and part of the operation within that unit are disposed of, the goodwill associated
with the operation disposed of is included in the carrying amount of the operation when determining the gain
or loss on disposal of the operation. Goodwill disposed of in such circumstances is measured on the basis of
the relative values of the operation disposed of and the portion of the cash-generating unit retained.

Goodwill arising on acquisitions on or before 31 March 2001 was eliminated against the consolidated
capital reserve in the year of acquisition. The Group applied the transitional provisions of HKFRS 3 that
required such goodwill to remain eliminated against the consolidated reserves and that required such goodwill
not to be recognised in the consolidated profit and loss account when the Group disposes of all or part of the
business to which that goodwill relates or when a cash-generating unit to which the goodwill relates become
impaired.

Excess of the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent
liabilities of an entity being acquired over cost

On acquisition of subsidiaries and associates, if the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of an entity being acquired recognised as at the date of
acquisition exceeds the cost of the business combination, the Group shall reassess the identification and
measurement of the identifiable assets, liabilities and contingent liabilities of that entity and the measurement
of the cost of the business combination; and recognise immediately in consolidated profit and loss account any
excess remaining after that reassessment.

Negative goodwill (applicable to the accounting year ended 31 March 2004)

Negative goodwill arising on the acquisition of subsidiaries and associates represents the excess of the
Group’s share of the fair values of the identifiable assets and liabilities acquired as at the date of acquisition,
over the cost of the acquisition.

To the extent that negative goodwill relates to expectations of future losses and expenses that are
identified in the acquisition plan and that can be measured reliably, but which do not represent identifiable
liabilities as at the date of acquisition, that portion of negative goodwill is recognised as income in the
consolidated profit and loss account when the future losses and expenses are recognised.

To the extent that negative goodwill does not relate to identifiable expected future losses and expenses
as at the date of acquisition, negative goodwill is recognised in the consolidated profit and loss account on a
systematic basis over the remaining average useful life of the acquired depreciable/amortisable assets. The
amount of any negative goodwill in excess of the fair values of the acquired non-monetary assets is recognised
as income immediately.

In the case of associates, any negative goodwill not yet recognised in the consolidated profit and loss
account is included in the carrying amount thereof, rather than as a separately identified item on the
consolidated balance sheet.

Prior to the adoption of SSAP 30 “Business Combinations” in 2002, negative goodwill arising on
acquisitions was credited to the consolidated reserves in the year of acquisition. On the adoption of SSAP 30,
the Group applied the transitional provisions of the SSAP that permitted such negative goodwill to remain
credited to the consolidated reserves. Negative goodwill on acquisitions subsequent to the adoption of the
SSAP is treated according to the SSAP 30 negative goodwill accounting policy above.

On disposal of subsidiaries or associates, the gain or loss on disposal is calculated by reference to the
net assets at the date of disposal, including the attributable amount of negative goodwill which has not been
recognised in the consolidated profit and loss account and any relevant reserves, as appropriate. Any
attributable negative goodwill previously credited to the consolidated reserves at the time of acquisition is
written back and included in the calculation of the gain or loss on disposal.
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Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other
party or exercise significant influence over the other party in making financial and operating decisions. Parties
are also considered to be related if they are subject to common control or common significant influence.
Related parties may be individuals or corporate entities.

Impairment of assets

An assessment is made at each balance sheet date of whether there is any indication of impairment of
any asset, or whether there is any indication that an impairment loss previously recognised for an asset in prior
years may no longer exist or may have decreased. If any such indication exists, the asset’s recoverable amount
is estimated. An asset’s recoverable amount is calculated as the higher of the asset’s or cash-generating unit’s
fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or groups of assets.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. An impairment loss is charged to the profit and loss account in the period in which it arises, unless
the asset is carried at a revalued amount, when the impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.

A previously recognised impairment loss for an asset other than goodwill is reversed only if there has
been a change in the estimates used to determine the recoverable amount of an asset, however not to an amount
higher than the carrying amount that would have been determined (net of any depreciation/amortisation), had
no impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is credited
to the profit and loss account in the period in which it arises, unless the asset is carried at a revalued amount,
when the reversal of the impairment loss is accounted for in accordance with the relevant accounting policy
for that revalued asset. Any impairment losses made against goodwill is not reversed.

Fixed assets and depreciation

Fixed assets, other than investment properties, are stated at cost less accumulated depreciation and any
impairment losses. The cost of an asset comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its intended use. Expenditure incurred after fixed
assets have been put into operation, such as repairs and maintenance, is normally charged to the profit and loss
account in the period in which it is incurred. In situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic benefits expected to be obtained from the use
of the fixed asset, the expenditure is capitalised as an additional cost of that asset.

Depreciation is calculated on the straight-line basis to write off the cost of each asset over its estimated
useful life. The principal annual rates used for this purpose are as follows:

Leasehold land Over the lease terms
Buildings 2%
Leasehold improvements 10%-20%
Machinery 15%-20%
Furniture, fixtures and office equipment 15%-20%
Motor vehicles 20%-30%
Computer equipment 15%-30%

The gain or loss on disposal or retirement of a fixed asset recognised in the profit and loss account is
the difference between the net sales proceeds and the carrying amount of the relevant asset.

Investment properties

Investment properties are interests in land and buildings in respect of which construction work and
development have been completed and which are owned by the Group or held by the Group under finance
leases to earn rentals or for capital appreciation or both. Such properties are not depreciated, and are measured
initially at cost including all transaction costs and, after initial recognition, carried at fair values, being their
open market values on the basis of annual professional valuations performed at the end of each financial year.
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Changes in the fair values of investment properties are recognised in the profit and loss account in 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 disposal. The gain or loss arising
from the retirement or disposal of the investment property, calculated as the difference between the net
disposal proceeds and the carrying amount of the investment property, is recognised in profit and loss account
in the period of the retirement or disposal.

Properties under development

Properties under development represent properties developed for sale and are stated at cost less any
accumulated impairment losses. Cost comprises the cost of land together with any other direct costs
attributable to the development of the properties, borrowing costs and professional fees capitalised during the
development period.

Properties under development which are expected to be completed within 12 months from the balance
sheet date are classified as current assets.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
i.e., assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of such borrowing costs ceases when the assets
are substantially ready for their intended use or sale. Investment income earned on the temporary investment
of specific borrowings pending their expenditure on qualifying assets is deducted from the borrowing costs
capitalised.

Investments

Debt securities which are intended to be held to maturity are accounted for as held-to-maturity
securities, while other securities are accounted for as investment securities or other investments, as explained
below.

Held-to-maturity securities

Investments in dated debt securities which are intended to be held to maturity are stated at cost, adjusted
for the amortisation of premiums or discounts arising on acquisitions, less any impairment losses, on an
individual investment basis.

The carrying amounts of held-to-maturity securities are reviewed as at the balance sheet date in order
to assess the credit risk and whether the carrying amounts are expected to be recovered. Provisions are made
when carrying amounts are not expected to be recovered and are recognised as an expense in the profit and
loss account in the period in which they arise.

Investment securities

Investments in dated debt securities, equity securities, unit trusts and certificates of deposit intended to
be held for a continuing strategic or identified long term purpose are stated at cost less any impairment losses,
on an individual investment basis.

When a decline in the fair value of an investment security below its carrying amount has occurred,
unless there is evidence that the decline is temporary, the carrying amount of the security is reduced to its fair
value, as estimated by the directors. The amount of the impairment is charged to the profit and loss account
for the period in which it arises.

Other investments

Investments in equity securities which are not intended to be held for an identified long term purpose
are included in short term investments and are stated in the balance sheet at fair values. Fair values are
determined on the basis of their quoted market prices at the balance sheet date, on an individual investment
basis. The gains or losses arising from changes in the fair values of such investments are credited or charged
to the profit and loss account in the period in which they arise.
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The profit or loss on disposal of an investment is credited or charged to the profit and loss account in
the period in which the disposal occurs, and is calculated as the difference between the net sales proceeds and
the carrying amount of the investment.

Provisions against the carrying amounts of investments are written back when the circumstances and
events that led to the write-down or write-off cease to exist and there is persuasive evidence that the new
circumstances and events will persist for the foreseeable future.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the first-in,
first-out basis and in the case of finished goods, comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on estimated selling prices less any estimated costs to
be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid investments which are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, and have a short maturity
of generally within three months when acquired, less bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management.

For the purpose of the balance sheet, cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the obligation, provided
that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value
at the balance sheet date of the future expenditures expected to be required to settle the obligation. The increase
in the discounted present value amount arising from the passage of time is included in finance costs in the
profit and loss account.

Provisions for onerous contracts

Onerous contracts represent lease contracts for certain Hong Kong properties and projects where the
unavoidable costs of meeting the obligations under the contracts exceed the economic benefits expected to be
received under them. Provisions for onerous contracts are recognised based on the difference between the
rental payments receivable by the Group and those unavoidable rental payments payable by the Group under
the contracts, together with any compensation or penalties arising from the failure to fulfil the contracts,
discounted to their present value as appropriate.

Income tax

Income tax comprises current and deferred tax. Income tax is recognised in the profit and loss account,
or in equity if it relates to items that are recognised in the same or a different period, directly in equity.

Deferred tax is provided, using the liability method, on all temporary differences at the balance sheet
date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences:

. except where the deferred tax liability arises from the initial recognition of an asset or liability
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss;
and

. in respect of taxable temporary differences associated with investments in subsidiaries and

associates, except where the timing of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not reverse in the foreseeable future.
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Deferred tax assets are recognised for all deductible temporary differences, carryforward of unused tax
assets and unused tax losses, to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, and the carryforward of unused tax assets and unused tax losses can be

utilised:

. except where the deferred tax asset relating to the deductible temporary differences arises from
the initial recognition of an asset or liability and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

. in respect of deductible temporary differences associated with investments in subsidiaries and

associates, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Conversely, previously unrecognised deferred tax assets are recognised to the
extent that it is probable that sufficient taxable profit will be available to allow all or part of the deferred tax
asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted
or substantively enacted at the balance sheet date.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when
the revenue can be measured reliably, on the following bases:

(a) rental and sub-licensing fee income, on an accrual basis;

(b) from the provision of management services, when the services are rendered;

(c)  from the sale of goods and pre-sale of properties under development, when the significant risks
and rewards of ownership have been transferred to the buyer, provided that the Group maintains
neither managerial involvement to the degree usually associated with ownership, nor effective
control over the goods or properties sold;

(d)  from the sale of properties, when the sale agreement becomes unconditional;

(e)  from the provision of project management and agency services, when the services are rendered;

(f) interest income, on a time proportion basis taking into account the principal outstanding and the
effective interest rate applicable;

(g) on the trading of securities, revenue is recognised on the date when the transaction takes place;
and

(h)  dividend income, where the shareholders’ right to receive payment has been established.

Employee benefits

Employment Ordinance long service payments

Certain of the Group’s employees have completed the required number of years of service to the Group
in order to be eligible for long service payments under the Hong Kong Employment Ordinance in the event
of the termination of their employment. The Group is liable to make such payments in the event that such a
termination of employment meets the circumstances specified in the Employment Ordinance.
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A contingent liability is disclosed in respect of possible future long service payments to employees, as
a number of current employees have achieved the required number of years of service to the Group, to the
balance sheet date, in order to be eligible for long service payments under the Employment Ordinance if their
employment is terminated in the circumstances specified. A provision has not been recognised in respect of
such possible payments, as it is not considered probable that the situation will result in a material future
outflow of resources from the Group.

Retirement benefits scheme

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

Share option schemes

The Company operates share option schemes for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s operations. The financial impact of share
options granted under the share option schemes is not recorded in the Company’s or the Group’s balance sheet
until such time as the options are exercised, and no charge is recorded in the profit and loss account or balance
sheet for their cost. Upon the exercise of share options, the resulting shares issued are recorded by the
Company as additional share capital at the nominal value of the shares, and the excess of the exercise price
per share over the nominal value of the shares is recorded by the Company in the share premium account.
Options which are cancelled prior to their exercise date, or which lapse, are deleted from the register of
outstanding options.

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits within
the capital and reserves section of the balance sheet, until they have been approved by the shareholders in a
general meeting. When these dividends have been approved by the shareholders and declared, they are
recognised as a liability.

Interim dividends are simultaneously proposed and declared, because bye-law 140 of the Company’s
bye-laws grants the directors the authority to declare interim dividends. Consequently, interim dividends are
recognised immediately as a liability when they are proposed and declared.

Foreign currencies

Foreign currency transactions are recorded at the applicable exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated
at the applicable exchange rates ruling at that date. Exchange differences are dealt with in the profit and loss
account.

On consolidation, the financial statements of overseas subsidiaries and associates are translated into
Hong Kong dollars using the net investment method. The profit and loss accounts of overseas subsidiaries and
associates are translated into Hong Kong dollars at the weighted average exchange rates for the year, and their
balance sheets are translated into Hong Kong dollars at the exchange rates ruling at the balance sheet date. The
resulting translation differences are included in the exchange fluctuation reserve.

For the purpose of the consolidated cash flow statement, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the year.
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4. SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i) on a primary segment reporting basis,
by business segment; and (ii) on a secondary segment reporting basis, by geographical segment.

Segment information is presented by way of the Group’s primary segment reporting basis, by business
segment. In determining the Group’s geographical segments, revenues are attributed to the segments based on the
location of the customers, and assets are attributed to the segments based on the location of the assets. No further
geographical segment information is presented as over 90% of the Group’s revenue is derived from customers based
in Hong Kong, and over 90% of the Group’s assets are located in Hong Kong.

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

(a)  the property development segment engages in the development of properties;

(b)  the property investment segment invests in industrial and commercial premises and residential units for
rental income;

(c)  the Chinese wet markets segment engages in the management and sub-licensing of Chinese wet markets;

(d)  the shopping centres and car parks segment engages in the management and sub-licensing of shopping
centres and car parks;

(e)  the retail business segment engages in the retailing of pork;

(f)  the corporate and others segment comprises the Group’s management service business. This segment
also includes corporate income and expense items; and

(g)  the pharmaceutical segment engages in the production and sale of cough syrup and health care products.

Intersegment sales and transfers are transacted with reference to the selling prices used for sales made to third
parties at the then prevailing market prices.
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