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MILESTONES
HER M

Founded more than two decades ago, the Group is proud to celebrate its
listing on the main board of the Stock Exchange of Hong Kong this financial
year. Changes have come and gone over the ensuing years since the Group’s
inception, but one thing has remained unchanged: our passion for Suzhou,
Jiangsu Province and Beijing.

Whilst Land is where we start, it is the People that we ultimately serve. We
have made no compromises but stuck to our principle of delivering a
“quality living” experience to our customers.

2005 marked a new chapter for New Heritage and we are poised to continue
our advance and make the Group the Hong Kong niche property developer
of choice on the Chinese Mainland.

1978 —  CF Tao, Chairman of the Group, one of the earliest to
set foot in the China property market, participated in
the conception and development of Jinling Hotel, one
of the first five-star hotels on the Chinese Mainland, in
Nanjing, provincial capital of Jiangsu Province.

1984 —  Developed Beijing Landmark Towers, a multi-purpose
commercial complex in Beijing with the support of
the Beijing Municipal Bureau of Tourism.

1990 —  Beijing Landmark Towers commenced operations.

1991 — Among the first foreign developers to build high-rise
residential apartments and villas in the western part of
Suzhou, known as the Suzhou National New & Hi-tech
Industrial Development Zone (also known as “New
District”).

1994 — Named among the top 30 enterprises for real estate
development in Suzhou.

1995 — Awarded Certificates of Merit in Construction Quality
for Suzhou Garden Villa Phase I — Villas and High-
Rise Residential Buildings.

— CF Tao made an Honorary Citizen by the municipal
government of Suzhou.

1996 —  Suzhou Garden Villa was named an Excellent Property
Management Residential Complex in Jiangsu Province.

— Sponsored the Suzhou International Planning Workshop
for Suzhou’s Pingjiang District Renovation and
Redevelopment Plan, a joint effort between Suzhou
Construction Committee and Suzhou City Planning

Bureau.

1997 — Awarded Certificate of Merit in Construction Quality
for Suzhou Garden Villa Phase II — High-Rise
Apartments.
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1998

2000

2004

2 Dec 2005

Sponsored a workshop on Redevelopment in Suzhou
and the City’s Master Plan which documented projects
of a design studio taught at the Graduate School of
Design, Harvard University.

MILESTONES
HER M
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Awarded Certificate of Merit in Construction Quality — N HREERE — WA AR R R
for Suzhou Garden Villa Phase III. R o
Beijing Landmark Towers second office tower b 50 58 B A K BB A R MR
completed. T
Suzhou Garden Villa, is the subject of the Honour ZEFFIE 03 0 5 I ST o (v )
Award for Architecture (The American Institute of ) DS AR SR R AR o
Architects Hong Kong Chapter) for its architectural
design.
Named Key Enterprise Invested By Overseas Chinese, ZEEWAE L i e S e
based in Hong Kong and Macau.
Listed on the Main Board of the Stock Exchange of ZRRHAE TE W5 22 5 BT E AR L7l o
Hong Kong. +=H=H

New Heritage Holdings Ltd. #7## A FR/A A 5

Annual Report 2005 —F & T AFFEHR



CHAIRMAN’S STATEMENT
BV 8

Chairman E

TO OUR SHAREHOLDERS

We are pleased to present our first annual report to the shareholders.

2005 was a significant and meaningful year for New Heritage. The successful
listing on the Main Board of the Hong Kong Stock Exchange and the
HK$97,440,000 proceeds raised from a public offering has advanced New
Heritage into another era, establishing an exciting platform for the Group
to not only focus on delivering returns but also to fuel consistent growth
and maximise value for its shareholders. We are building a stronger capital
base and financial structure to undertake further land bank expansion and
develop quality real estate projects on the Chinese Mainland to meet the
increasing demand from customers and in time benefit from the buoyant
property market trends on the Chinese Mainland.

Backed by the Group’s reputation, expert knowledge and rich experience
in the China property market for more than two decades, we will spare no
efforts to continue to actively develop and invest in high quality projects
in niche markets with key focus in Suzhou, Jiangsu Province and Beijing
whilst, at the same time, pursuing a pro-active financial strategy in the
equity and debt markets.

Results and Dividends

For the year ended 31 December 2005, New Heritage's revenue and net
profit attributable to shareholders was HK$149.1 million and HK$55.9
million respectively. Earnings per share was HK24.6 cents.

The Directors recommend the payment of a final dividend of HK1.8 cents
per share for the year ended 31 December 2005, which will be satisfied by
allotment of new shares of Company, by way of scrip dividend, with an
alternative to shareholders to elect to receive such final dividend (or part
thereof) in cash in lieu of such allotment.
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Business Review

At New Heritage, our uncompromising insistence on delivering the best
value possible has established our solid reputation in the property market
on the Chinese Mainland and won over a steadily growing clientele of
middle- to high-end customers. We strive to develop high quality properties
in Suzhou, Jiangsu Province and Beijing and are keen to add more sites to
our existing land bank by way of tendering, public auction, or cooperation
with or acquisition of local property companies.

During the year under review, a new site in Wuzhong District, Suzhou,
with a site area of approximately 41,579 square metres, was added to the
Group’s land bank through our successful bid at a public land auction.

It is worth noting that more sites are expected to be added to our land
bank in the near future as letters of intent have been entered into with
prospective joint venture partners on the Mainland. Our approach of steady
and disciplined investment, assessment and analysis would always be the
key to making timely land purchases in order to maintain a stable growth
trend and an optimal cash flow balance for New Heritage.

S R R

In 2005, the Suzhou property market continued to be buoyant, keeping in
line with the strong economic growth of Jiangsu Province and the country
as a whole. The implementation of austerity measures over the property
market nationwide by the Chinese Central Government worked on the
contrary to the advantage of New Heritage in Suzhou. These measures are
conductive to rectifying rampant property speculation and excessive real
estate lending to unsound property developers which in the long run
would stabilise the housing market, allowing both bona fide homebuyers
and investors to participate actively.

The Jiangsu provincial GDP was estimated to hit RMB1,340 billion during
the year (up by an average annual rate of 9%-10%). GDP of Suzhou was
also expected to exceed RMB400 billion, surpassing the Shenzhen Special
Economic Zone to take up the fourth position nationwide. The
strengthening of the purchasing power of Suzhou residents backed by a
further surge in per capita disposable income expected to reach RMB16,270,
coupled with a significant growth in foreign direct investment to hit US$6.05
billion in 2005, created a more healthy and favourable environment for
our business growth.
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Homebuyers do have the urge to seek high quality new housing from a
reputable and reliable property developer. This fact works to the benefit
of New Heritage, as our “Suzhou Garden” brand is well-recognised as a
symbol of niche and quality developments in the Suzhou property market.
The Group’s strong brand identity and favourable market conditions
produced better margins and added to our profitability amid intensified
market competition.

The continuous infrastructure development in Suzhou, has witnessed the
expansion and completion of the Jiangsu Expressway from four lanes to
eight lanes at the end of 2005, further fueling the market growth with the
reduced travelling time between Suzhou and Shanghai.

During the year, a corporate reorganisation also took place for New Heritage
to include the 30.05% stake in Beijing Landmark Towers Co., Ltd. in the
financial statements of New Heritage. The joint venture owns Beijing
Landmark Towers, a highly-rated commercial complex completed in 1990
and located in the Chaoyang district in Beijing. Beijing Landmark Towers
Co., Ltd. began to contribute its profit to the Group’s bottom line on 13
July 2005. On the back of the complex’s proven record of encouraging
cash dividend payouts over the past years, we look forward to the full
year contribution of Beijing Landmark Towers Co., Ltd. in the financial
year of 2000. Its profit contribution is expected to form a stable cash
inflow to the Group to further support our ongoing operations.

Outlook

Looking ahead, New Heritage’s strategy continues to be to focus on
consolidating and further strengthening its property businesses in Suzhou,
Jiangsu Province and Beijing, backed by a sound financial position following
the initial public offering. Coupled with relevant extensive experience
and exposure, our seasoned management team aims to stay ahead as one
of the top quality and niche property developers in the China property
market.

Our business portfolio is expected to do well in 2006, supported by
continuous and optimistic growth of the Chinese economy and a further
rise in per capita disposable income for urban households in Suzhou and
Beijing, which stood at RMB16,276 and RMB17,653 respectively in 2005.
This undoubtedly would serve as an impetus in potential buyer’s quest for
higher quality housing and property investment opportunities.

On the property development side, the outlook for Suzhou’s mid- to high-
end residential markets is particularly promising given today’s homebuyers’
preference for well-planned and well-built premium housing developments.
This should translate into greater market demand for New Heritage’s quality-
branded residential projects, enabling the Group to achieve maximum
turnover.
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We are also standing fast by the Group’s drive in pursuing its development
plans for the Wuzhong site as well as new sites located in New District
and other districts of Suzhou. With letters of intent having been signed,
one site is planned as a residential complex in the New District of Suzhou.
The other site will be a mixed use development in the old city district of
Suzhou.

On the investment front, the outlook for Beijing Landmark Towers is
particularly promising. The recently renovated hotel rooms, service
apartments and the addition of a multi-function conference centre in the
Beijing Landmark Towers, coupled with its renewal of leases with major
tenants in the two office towers, would further add value to the property.
These features serve as a magnet to attract quality business travelers and
tenants with the propensity to spend more amid the buoyant Beijing market
trend. This would result in better profit for New Heritage.

Additionally, an extension and ay
refurbishment of the main ‘h_"ﬁ-

shopping arcade of Suzhou l-“r s
Garden Villa, one of the Group’s g ‘l- §
retail investment properties .-,"

located on the prime main street
of the New District in Suzhou in
2006, would enable us to realise
the full potential of increasing
rental income from the promising
retail sector. The refurbishment is
scheduled to commence in July
2006 and complete in the last
quarter of 2006. Upon completion,
it will provide a total gross floor
area of approximately 10,000
square metres of quality retail
space to create a new retail
environment for this prime central
business district area.

Beijing Landmark Towers

e PN

Going public is a watershed in the history and development of New
Heritage. In addition to concentrating on the existing businesses, we will
forge ahead with business development activities to acquire sites or
companies in different districts of Suzhou and other cities in Jiangsu
Province in the immediate future. Plans are also afoot for medium and
longer term projects in other cities in Jiangsu Province. Taking advantage
of a well-established brandname in Suzhou and our network in Jiangsu
Province, as well as leveraging on our management’s extensive experience
and expertise in property development and investment, we are confident
that we will secure even more attractive sites and projects in other locations
in a timely and capital efficient fashion. For this purpose, our dedicated
working team will continue to conduct in-depth studies on the feasibility
of property development and/or investment projects in target cities.
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Opportunities abound in Beijing, in particular with China’s accession to
the World Trade Organization and the forthcoming 2008 Olympic Summer
Games. The Beijing municipal government’s drive to raise the profile of
the capital city and its commitment to infrastructure development would
provide much of the prerequisites for further growth in many sectors. The
property market sector is destined to be one of the most positively affected.

With the country’s capital city reporting a GDP growth of 11.1% to RMB681
billion and per capita disposable income for urban households of
RMB17,653 in 2005, there is little doubt that the property sector would
continue to boom and offer exciting opportunities for New Heritage to
capitalise on. In this regard, we will be actively looking into viable project
acquisitions in the Beijing market and capitalising on synergies with our
past and present partners. A representative office set up in Beijing and
headed by our seasoned executives will be the locus and generator for
such deals.

Before closing, may I take this opportunity to express my gratitude to my
fellow directors for their guidance, and all our staff for their dedication
and hard work. With our concerted and conscientious efforts, the Group’s
plans of going public and embarking on bolder strategic moves would
thus be realised.

TAOCHAIFU Choofuang
Chairman

Hong Kong, 3 April 2006
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“Seeing how New Heritage has evolved
into a listed corporation today, there is no-let-up
in the managements drive to take the business
we excel to a new level, delivering
our property development projects that fulfill

the expectations of our investors and customers.”

~ Paul Tao, Managing Director, New Heritage Holdings Ltd.




MANAGEMENT DISCUSSION AND ANALYSIS

B i B g B

REVIEW OF OPERATIONS

The year under review underpinned our operating philosophy: we are
clear in our strategy and focus, engaging principally in property
development and investment businesses in the cities of Suzhou and Beijing
to deliver the best value and quality to our customers. We generally lay
our emphasis on projects with gross development floor areas of 30,000-
80,000 square metres. This allows for a shorter turnaround cycle and quicker
cash inflow and, in turn, gives a good boost to our internal rate of return
in an effective way. This helps set New Heritage apart from its competitors
and takes the Group onto the path of continuous growth.

Suzhou Garden Villa bigh rise apartments

HFEL NG 1

Strong underlying performance in the property market in China and
customers’ quest for quality and variety in design in new developments
has enabled us to establish a solid foothold in Suzhou, backed by our
well-known reputation for thoughtful design and architectural layout as
well as superior property management services provided for our developed
residential properties. Further, the Group is also on the lookout for
expanding into the property development arena in addition to investment
business in Beijing.

In 2005, New Heritage reported a revenue of HK$149.1 million, which
was down 24.6% owing to a reduction in the number of properties disposed.
Yet the Group’s gross profit margin continued to improve, moving up
from 25.9% in 2004 to 47.4% in 2005. This was a result of prevailing market
conditions and maintenance of a good cost structure.

Total gross floor area of development properties sold and delivered, which
included 11,868 square metres at Suzhou Garden Court and 7,530 square
metres at Suzhou Garden Place, lowered by 54.64% as compared to a total
of 42,761 square metres of development properties sold a year earlier.
Average selling price per square metre posted an increase of approximately
72%.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the year under review, New Heritage acquired the entire issued
share capital of New Heritage Investments Limited, with the latter becoming
a subsidiary of the Group that holds a 30.05% interest in Beijing Landmark
Towers Co., Ltd. (“BLTCL"). BLTCL owns Beijing Landmark Towers, a first
class commercial complex located in a prime district of Beijing, BLTCL has
a track record of delivering encouraging cash dividend payouts over the
past years, and it starts to contribute to the Group subsequent to the
acquisition.

B i B g

T AR BE > ST SR A S A R A R TR 8%
A o F5A ST G IR A FRA 7] (ML 8 15
KA BT 30,0590 6 B9 BT R 2EABRA ] - 1%
2y S T ROE TS R J 2 W) o bt B TR S A PR 2 W
ARSI R o w2 B B b i T 0 B 1Y
[EEACES SEwN (S PN G RN & T iNE 3 e
SN URACER > R SO AR 516 B Uy 36 A S T 2 g AU A
HERM -

Classical courtyard villas in the Group’s award-winning project
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Land Bank at a Glance

New Heritage had an attributable gross floor area 102,428 square metres
in its land bank in Suzhou on 31 December 2005. The figure included a
site added to the Group’s land bank upon a successful auction which
culminates in a conclusion of an Assignment of the Right to Use State
Land Contract with Suzhou Land Resources Bureau dated 10 October 2005
in relation to the acquisition of a piece of land for residential and
commercial purposes in the Wuzhong District of Suzhou. This translates
into a gross floor area of approximately 62,000 square metres.

Additionally, New Heritage signed two letters of intent with two prospective
partners in 2005 respectively with regard to joint development of sites
located in the New District and old city district of Suzhou. Respective
gross floor areas involved in these two prospective development projects
would be around 30,000 square metres and 11,600 square metres.

Property Development

Most of New Heritage’s land reserves in Suzhou are destined to be
residential properties, offering distinctive architectural designs and a variety
of unit sizes to cater to the different preferences of prospective customers.
It is our commitment to fulfilling the “quality living” experience of customers
that has earned New Heritage a recognised brandname and an enviable
reputation, giving us a competitive edge over other players in the market.

During the year under review, the Group sold an attributable HK$141.7
million worth of properties in Suzhou. The encouraging response generated
from the sales activities vindicated the upbeat market trend and a higher
demand for quality housing on the back of a rise in per capita disposable
income of Suzhou citizens. Suzhou Garden Towers, with aggregate gross
floor area of approximately 30,000 square metres available for sale, will
be introduced by the Group in 2006. The Group is confident in the sales
of Suzhou Garden Towers.

Suzbou Garden Court - Luxury villas

) e S VI

kil — B

ROEERAE+Y A=+ —H > BriEERRM A
W0 AL SR T A% 45 102,428 F 5 K o ILBUF R 4G 5
AR R A BN > B E AR T A T H BN
7 I R R T S R A b ol A R A o i —
M 07 A R M TI S i [ % 7R A o b > 9 R P R A
T 4962,000°F 7 K o

Mo > BB ZEFE AR BB E A B IER %
TS P 50t 3L [R]85 JR (57 A J0R M1 T S [ % B ok e 4 T ) TG
EEWME T o WA S REE W RN A W
SETE R 4 B 9 25 30,000°F 7 K AT11,600°F 5 K o

LB S

LR 1K % B B S 3 R
Bk 37 LR 0 1 BB R A
B o RATECH % AR TR R 15 ) KRR G
Y0 O B TEH E2Z REIFL > 1 95 LA U 0 R
T

BT > SR B BN B A (B 45 141,700,000
TCRIYIZE o B EEH M TG RUEAS NBE > T
FE B S i b RN T R K AT B A B A
Tt BHERUBEBREIA TR B H R o SR I &
T2 ST IR AR SR T R 4930,000°F 5 K 2 88 BV S0 DA
fEay s o 42 B8R B 5 2 BB R E O -

New Heritage Holdings Ltd. #7## A FR/A A 13

Annual Report 2005 —F & T AFFEHR



MANAGEMENT DISCUSSION AND ANALYSIS
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Status of Major Developments
Suzhou Garden Villa

The first development project undertaken by the Group in Suzhou. The
total development comprised a residential area of 73,044 square metres,
in the form of residential apartments, villas, classical courtyard houses,
and a commercial area of 9,500 square metres. Most of the residential
units have been sold and as at 31 December 2005, the Group still holds
one villa & 2 residential apartments for sale purpose and 18 apartments
and the commercial retail plaza are still held by the Group for investment
purpose.

Suzhou Garden Court

Located in the New District of Suzhou city and completed in 2004, Suzhou
Garden Court sold part of its apartments in the same year. During the year
of 2005, an additional gross floor area of 11,868 square metres of developed
residential properties were sold and handed over. As at 31 December
2005, the Group still holds a residential unit for sale purpose.

Suzhou Garden Place

Situated also in the New District of Suzhou city, and representing an
aggregate gross floor area of 7,530 square metres, Suzhou Garden Place
started its pre-sales in September 2005 after having commenced construction
in May of the same year. The 11-storey building offers single level and
duplex apartments to buyers having a taste for both relaxing and
sophisticated lifestyles. As at 31 December 2005, all 60 residential units at
the site were sold and delivery completed.

Suzhou Garden Towers

Suzhou Garden Towers, located in a prime site of the New District of
Suzhou city, commenced construction in 2005. Designed as twin high-rise
apartment towers erected over a retail commercial podium, the prestigious
development is a metropolitan style residential and commercial complex
with shops and car parks as added convenience for dynamic city dwellers.
The development will go on pre-sale in the first half of 2006 and completion
and delivery are expected in the same year. The Group intends to hold the
retail commercial podium for investment purpose.

Wuzhong District project

Site acquisition occurred in October 2005 and site delivery is expected in
April 2006. This site will be developed into residential properties with a
gross floor area of approximately 45,000 square metres and a shopping
arcade with a gross floor area of approximately 17,000 square metres. The
Group expect construction of this project will be completed in 2007 and
sales programme will also be launched in same year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Investment in an associate

During the year, Beijing Landmark Towers Co., Ltd., an associate of the
Group contributed a profit of approximately HK$8 million to the bottom
line, which comprises rental and operational returns derived from its office
towers, service apartments, business hotel and retail podium.

Beijing Landmark Towers is a remarkable asset: a multi-purpose business,
accommodation and retail joint venture entity which has become an eye-
catching landmark in the Chaoyang District of Beijing since its completion
in 1990 and enjoys a high occupancy rate.

During the period under review, Beijing Landmark Towers has undergone
a facelift by having a large number of its hotel rooms renovated and a
fully equipped conference centre added to the existing premises. The new
conference centre, with purpose-built facilities and a capacity for 1,000
people, would help satisfy the ever demanding needs for conferencing
and banqueting from business travelers and tenants and capture the many
business opportunities presented by the convention market. This forms a
solid base for a steadier income flow in the years to come.
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Beijing Landmark Towers service apartment block (left) and twin office towers (right)
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

Overall Performance

In 2005, the Group’s total gross floor area of development properties sold
and delivered stood at 19,398 square metres. Gross profit margin continued
to improve, moving up to 47.4% from 25.9% a year earlier, thanks to
favourable market environment, prudent cost management and good risk
management. EBDITA margin and net profit margin also maintained at
relatively high levels. The Group sustained a sound financial structure and
healthy cash flow. Basic earnings per share was HK24.6 cents.

Operating Results

During 2005, turnover of the Group was approximately HK$149.1 million
(2004: HK$197.7 million). The decrease in turnover was mainly attributable
to a decrease in revenues generated from the disposal of properties. In
2004, the Group sold 16 apartments in Phase I to Phase III of Suzhou
Garden Villa and 277 apartments in Suzhou Garden Court which generated
revenues of approximately HK$188.7 million. In 2005, the Group sold 80
apartments and 7 villas in Suzhou Garden Court and 60 apartments in
Suzhou Garden Place which aggregately generated approximately HK$141.7
million of revenues.

Due to prevailing market conditions and effective cost control measures,
the Group managed to achieve a gross profit margin of 47.4% (2004: 25.9%).

In 2005, the net profit attributable to the equity holders of the Group was
approximately HK$55.9 million (2004: HK$31.4 million).

Liquidity, Financial Resources and Gearing

Cash and cash equivalents as at 31 December 2005 amounted to HK$84.8
million (2004: HK$21.9 million).

The Group had total borrowings of approximately HK$103.4 million as at
31 December 2005 (2004: HK$89.3 million). The borrowings to be repayable
within one year were approximately HK$78.5 million (2004: Nil), and the
Group’s gearing ratio as at 31 December 2005 was 31.1% (2004: N/A),
which was calculated based on interest bearing borrowings to total
shareholders’ funds.

As at 31 December 2005, the Group had current assets of approximately
HK$243.2 million (2004: HK$115.9 million) and current liabilities of
approximately HK$122.0 million (2004: HK$115.5 million). The Group had
total assets of approximately HK$492.2 million and total liabilities of
approximately HK$152.1 million, representing a debt ratio (total liabilities
over total assets) of 30.9% as at 31 December 2005 (2004: 99.1%).
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (Cont'd)

Management is comfortable that when opportunities of land bank
acquisition arise in future and require additional funding, the Group is
able to utilise its internal reserve and debt financing to satisfy necessary
funding requirement. In view of the current gearing position, management
also believes that the Group is in a good position to obtain debt financing
on favourable terms.

Charge on Assets

As at 31 December 2005, bank loan of approximately HK$103.4 million
was secured by the Group’s certain bank deposits, investment properties
and leasehold interest in land included in properties held under
development of approximately HK$42.3 million, HK$69.2 million and
HK$3.1 million respectively.

Exposure to Fluctuations in Exchange Rates and Related Hedges

The Group’s monetary assets, loans and transactions are principally
denominated in Hong Kong dollars, US dollars and Renminbi. During the
year, there was no significant fluctuation in the exchange rates of the
Hong Kong dollars and US dollars. The appreciation in the currency value
of the Renminbi contributed positively to the Group’s bottom line. The
Group did not engage in any derivative activities and did not commit to
any financial instruments to hedge its balance sheet exposure in 2005.

Contingent Liabilities

As at 31 December 2005, the Group had no material contingent liabilities.

Treasury Policies and Capital Structure

The Group adopts a prudent approach with respect to treasury and funding
policies, with a focus on risk management and transactions that are directly
related to the underlying business of the Group.

Employees

As at 31 December 2005, the Group had a staff force of approximately
172. Of this, 153 were stationed in the Chinese Mainland and 19 in Hong
Kong. The remuneration of employees was in line with the market trend
and commensurable to the level of pay in the industry. Remuneration of
the Group’s employees includes basic salaries, bonuses and long-term
incentives. Total staff costs incurred in 2005 was up 55.9% to HK$6.4
million, representing approximately 4.3% of the Group’s revenue for the
year.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EHARBEHANBZBE

Executive Directors

Mr. TAOCHAIFU Choofuang (also known as CF Tao), aged 83, is an
Executive Director, Chairman of the Company and a founder of the Group.
He is responsible for determining the overall business strategies of the
Group. He graduated from Nanjing University Fi it K with a Bachelor
of Science degree in mechanical engineering. Mr. Taochaifu had played a
significant role in property investment and property development activities
in the PRC since 1978. One of the most important PRC projects that Mr.
Taochaifu participated in was the development of Nanjing Jinling Hotel (
H AL A B RUE ) in Nanjing, one of the earliest 5 star hotels built in the
PRC following the “opening up” of the PRC to the outside world in 1978.
He was appointed as a director of New Heritage Investments Limited (‘NH
Investments”) in 1984. He was involved in establishing and supervising 3t
ALK E A BRA A (Beijing Landmark Towers Co., Ltd.) (“BLTCL"),
the joint venture with Beijing Tourism Administration to develop the Beijing
Landmark Towers complex. Mr. Taochaifu is the deputy chairman and an
executive director of BLTCL. He was appointed as a director of New Heritage
Development Limited (“NH Development”) in 1991. From 1991 onwards,
he was responsible for forming % 5 22 5l 1 5% % JB 45 #14 PR/ Al (Suzhou
Garden Villa Development and Management Co., Ltd.) (“SGVDM”") and
supervising the overall development of Suzhou Garden Villa and Suzhou
Garden Court. He is also the chairman of SGVDM. Mr. Taochaifu was
accredited as an Honorary Citizen by the municipal government of Suzhou
in 1995. He was also a former independent non-executive director of Jiangsu
Expressway Company Limited, a company listed on the Main Board. Mr.
Taochaifu was appointed as an executive director of the Company on 23
December 2004 and is the father of Mr. TAO Richard and Mr. TAOCHAIFU
Porn.

Mr. TAO Richard, aged 44, is an Executive Director and Vice Chairman of
the Company. He is responsible for the strategic planning and corporate
development of the Group. Mr. Tao has a Bachelor of Science (First Class
Honours) from the University of Newcastle Upon Tyne, and two Masters
Degrees from the Massachusetts Institute of Technology. He was appointed
as a director of NH Development, NH Investments and SGVDM in 2000,
2001 and 2004 respectively. He was appointed as an executive director of
the Company on 23 December 2004. He is a son of Mr. TAOCHAIFU
Choofuang and the brother of Mr. TAOCHAIFU Porn.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Executive Directors (Cont'd)

Mr. TAOCHAIFU Porn (also known as Paul Tao), aged 38, is the Managing
Director of the Company. He graduated from the University of Cambridge,
England with a Master of Arts degree. He also holds a Master of Science
degree in Real Estate from the University of Greenwich, England and
participated in the Program for Management Development at the Graduate
School of Business Administration, Harvard University, USA. Mr. Taochaifu
has been actively involved in property development and investment in the
PRC for over 10 years since joining the Group. Mr. Taochaifu was initially
responsible for the sales and marketing activities for the projects in Suzhou,
and latterly in general management. He is a member of The 11th Committee
of Suzhou City, Jiangsu Province Chinese People’s Political Consultative
Conference B A RBUATH B & RILHE SN T+ —BZEEZE  Mr.
Taochaifu is also a qualified solicitor in Hong Kong. He was appointed as
a director of NH Development, SGVDM and NH Investments in 1997, 1999
and 2001 respectively. He was appointed as an executive director of the
Company on 23 December 2004. He is a son of Mr. TAOCHAIFU Choofuang
and the brother of Mr. TAO Richard.

Mr. KONG Mui Sum Lawrence, aged 57, is an Executive Director of the
Company. He graduated in 1970 from the University of Hong Kong with a
Bachelor of Social Sciences degree with honours majoring in Economics
and Accounting. He is a fellow of the Institute of Chartered Shipbrokers,
being qualified in 1977. He joined Ocean Shipping & Enterprises Limited
in 1970 and has over 20 years of senior management experience. He joined
the Group’s associated companies in November 1999 and has been actively
involved in the business planning and development of the Group’s business
in PRC, including but not limited to contract negotiations with third party
professionals and contractors as well as project management. He was
appointed as an executive director of the Company on 23 December 2004.

Mr. YIM Chun Leung, aged 44, is an Executive Director of the Company.
Mr. Yim is a fellow member of The Chartered Association of Certified
Accountants and a certified public accountant of the Hong Kong Institute
of Certified Public Accountants. Mr. Yim has more than 20 years’ experience
in auditing, accounting and finance fields. Since 1994, Mr. Yim has worked
for several companies listed on the Main Board, including Tysan Holdings
Limited and Sinolink Worldwide Holdings Limited as finance director and
chief financial officer respectively. Mr. Yim was appointed as an executive
director of the Company on 23 December 2004 and is responsible for
corporate finance matters of the Group. Currently, Mr. Yim is also an
independent non-executive director of Era Information & Entertainment
Limited, a company listed on the Growth Enterprise Market of the Stock
Exchange.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EHARBEHANBZBE

Non-Executive Director

The Hon. CHAN Bernard Charnwut, aged 41, is a Non-Executive Director
of the Company. Mr. Chan is a non-official member of the Executive Council
and a member of the Legislative Council of Hong Kong. Mr. Chan is a
graduate of Pomona College in California, USA. He holds the positions of
President of Asia Financial Holdings Ltd., a company listed on the Main
Board, and Asia Insurance Company Limited. Mr. Chan serves as the
Chairman of the Standing Committee on Disciplined Services Salaries &
Conditions of Service and the Deputy Chairman of the Lingnan University.
He is also a member of the Insurance Advisory Committee and Greater
Pearl River Delta Business Council. In addition, Mr. Chan also serves as
the Advisor of Bangkok Bank Ltd., Hong Kong Branch, The Chairman of
the Hong Kong-Thailand Business Council and the Chairperson of The
Hong Kong Council of Social Service. He was appointed as a non-executive
director of the Company on 14 November 2005.

Independent Non-Executive Directors

Mr. WONG Gary Ka Wai, aged 44, is an Independent Non-Executive
Director of the Company. Mr. Wong graduated from The University of
British Columbia with a Master Degree of Business Administration in Finance
and Management Information Systems, and a Degree of Bachelor of Applied
Science in Electrical Engineering. He is a member of the Association of
Certified General Accountants’ Association of Canada. Mr. Wong has been
working for a number of international financial institutions and has
numerous experiences in the banking industry. Currently, he is a manager
in Standard Chartered Bank (Hong Kong) Limited in Hong Kong. He has
internal controls and financial reporting experience. Mr. Wong was
appointed as an independent non-executive director of the Company on
14 November 2005.

Mr. SUN Leland Li Hsun, aged 44, is an Independent Non-Executive
Director of the Company. Mr. Sun graduated from the University of
California, Los Angeles with a Master Degree of Business Administration
in 1986. Mr. Sun is the Chief Executive Officer and a founder of Pan Asian
Mortgage Company Limited, a mortgage securitization conduit. Mr. Sun
has over 20 years of secondary mortgage market experience in Asia and
the United States, directly involved in the structuring, trading and
distribution of mortgage-backed securities globally. In 1997, Mr. Sun was
appointed by the Financial Secretary of the Hong Kong SAR government
as the first Chief Operating Officer of The Hong Kong Mortgage Corporation
and was entrusted with managing this 100% government-owned company.
Previously, Mr. Sun was an Executive Director in the Fixed Income
International Sales Department of GS (Asia) Securities Limited and was
employed by Goldman Sachs from July 1986 to October 1994. He was also
a Senior Managing Director of the Emerging Markets Fixed Income Sales
Department with Bear Stearns Asia Limited from October 1994 to February
1996. He was appointed as an independent non-executive director of the
Company on 14 November 2005.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
EHRLRREHA L ZIEE

Independent Non-Executive Directors (Cont'd) B IERATE S )

Mr. CHAN Norman Enrique, aged 45, is an Independent Non-Executive BE4E 32k - BLAFE4SHE - AN EIAL R HATE R o
Director of the Company. He was an Adjunct Assistant Professor of the RO FENAE R F— G EES

Chinese University of Hong Kong from September 2001 to January 2002. SCREAAT B P20 - PEA @R WA - H
He has experience in architectural design. Currently, he is a director of B > 52 F o — M A SRR A I BTR Workshop
BTR Workshop Limited, an architectural and design company based in Limited M #E S o “FEFAES—H HMUH > SOEERE
Hong Kong. He was appointed as an independent non-executive director BN AL IEPUATHE S o

of the Company on 14 November 2005.
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DIRECTORS’ REPORT
R

The Directors have pleasure in presenting their report together with the
audited financial statements for the year ended 31 December 2005.

Group Reorganisation and Listing

The Company was incorporated in the Cayman Islands with limited liability
under the Companies Law (2004 Revision) of the Cayman Islands.

In preparation for the public listing of the Company’s shares on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”), the Company
has undergone a series of reorganisations (the “Reorganisation”). Details
of the Reorganisation are set out in Appendix VII to the Prospectus of the
Company dated 22 November 2005 (the “Prospectus”).

The Company’s shares were listed on the Main Board of the Stock Exchange
(the “Listing”) on 2 December 2005.

Principal Activities

The Group is principally engaged in property development and property
investment businesses in Suzhou, the PRC and through investment in an
associated company, in property investment business in Beijing, the PRC.

Results and Appropriations

The results of the Group for the year ended 31 December 2005 and the
state of affairs of the Group and the Company at that date are set out in
the financial statements on pages 43 to 97.

The Directors recommend the payment of a final dividend of HK1.8 cents
per share for the year ended 31 December 2005, which will be satisfied by
allotment of new shares of the Company, by way of scrip dividend, with
an alternative to shareholders to elect to receive such final dividend (or
part thereof) in cash in lieu of such allotment.

Share Capital

Details of the movements in the share capital of the Company are set out
in note 25 to the financial statements.

Use of Proceeds from the Company’s Initial Public
Offering

The proceeds from the Company’s issue of new shares at the time of its
listing on the Stock Exchange on 2 December 2005, after deduction of
related issuance expenses, amounted to approximately HK$82.1 million.
These proceeds were applied during the year ended 31 December 2005 in
accordance with the proposed application set out in the Prospectus, as
follows:

—  approximately HK$21.7 million was used for partial settlement of
the purchase cost of a piece of land in Wuzhong District in Suzhou;
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Use of Proceeds from the Company’s Initial Public
Offering (Cont'd)

—  approximately HK$27.4 million was keeping in interest-bearing bank
accounts and reserved for settling the balance of the purchase cost
of a piece of land in Wuzhong District and the preliminary
construction cost in Suzhou;

—  approximately HK$29 million was used for repayment of bank loan;
and

—  approximately HK$4.0 million was applied as additional working
capital of the Group.

Reserves

Details of the movements in the reserves of the Group and the Company
during the year are set out in note 27 to the financial statements.

Donations

During the year, the Group made charitable and other donations of HK$1
million.

Property, Plant and Equipment

Details of the movements in the property, plant and equipment of the
Group are set out in note 12 to the financial statements.

Principal Properties

Details of the principal properties for investment purposes, held for sale
and under development are set out on pages 99 to 102.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company’s articles
of association and there was no restriction against such rights under the
laws of Cayman Islands, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

Group Financial Summary

A summary of the results and of the assets and liabilities of the Group for
the last four financial years is set out on page 98.

Purchase, Sale or Redemption of Securities

The Company has not redeemed any of its shares during the year. Other
than the issue of 640,321,399 shares by the Company during the year
(including 168,000,000 shares issued upon the listing of the shares of the
Company on the Stock Exchange on 2 December 2005), neither the
Company nor any of its subsidiaries has purchased or sold any of the
Company’s shares during the year.
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DIRECTORS’ REPORT
R

Directors
The directors of the Company during the year were as follows:

Executive Directors

Mr. TAOCHAIFU Choofuang (also known as CF Tao) (Chairman)

Mr. TAO Richard (Vice Chairman)

Mr. TAOCHAIFU Porn (also known as Paul Tao) (Managing Director)
Mr. KONG Mui Sum Lawrence

Mr. YIM Chun Leung

Non-Executive Director
The Hon. CHAN Bernard Charnwut (appointed on 14 November 2005)

Independent Non-Executive Directors

Mr. WONG Gary Ka Wai (appointed on 14 November 2005)
Mr. SUN Leland Li Hsun (appointed on 14 November 2005)
Mr. CHAN Norman Enrique (appointed on 14 November 2005)

In accordance with the Company’s articles of association, Mr. TAO Richard,
Mr. KONG Mui Sum Lawrence and Mr. YIM Chun Leung will retire by
rotation at the forthcoming annual general meeting and, being eligible,
will offer themselves for re-election.

Biographical Details of Directors and Senior Management

Biographical details of the Directors and senior management are set out
on pages 18 to 21.

Directors’ Service Contracts

Each of the executive directors of the Company has entered into a service
contract with the Company for an initial term of two years commencing
on 1 December 2005 (the “Commencement Date”), which will continue
thereafter provided that either the Company or the executive director may,
after 6 months of the Commencement Date, terminate the appointment of
the executive director by giving to the other party not less than 3 months’
written notice of termination or by payment in lieu of such notice.

The non-executive director and each of the independent non-executive
directors of the Company has entered into letters of appointment with the
Company for a term of three years commencing on 14 November 2005
and may be terminated by either party by giving one month’s written
notice.

Save as disclosed above, none of the directors of the Company has a
contract of service with the Company or any of its subsidiaries not
determinable by the employing company within one year without payment
of compensation (except for statutory compensation).

24 New Heritage Holdings Ltd. # {5 £ B A R 2 7
Annual Report 2005 —FE FLAFFHR

e
AN T

iy

Wi ¥ B S 2E (Bl 45 CF Tao) ()

V) AT etk () )

Vi $5 LS (45 Paul Tao) (3 37 48 46 )
TLAR AR e R

R SE A

AT
PR B A O “RBIE+— A+ U A#RIT)

B Ik BuAT e

FERMEA R FFRE+—H R
B et R —FEFRE+—H 1 HERT)
e sl O “RBIAE+—H U AR

RIEAR AT 2 ALARERR AR > R ATEAE ~ TLARARSE
A R B VR 5 e A A T T SRR AR IR o MR
B B R R AT

AR B R

N AR L R R R R BB 1821 H o

R B A

BITERCHARF G RB G4 - 95—
o g TFRRETTH - HER (THBE D - 7
BH iy FA N AE A 4R > AR R SCRAT HE SR AR
TR AT - Hop— A A AR D =
1R 7 T 7 R AR R

AAFZ PG ESE LSBT EECHALF
FILIRE A > TR ZEERAET A AR
FEo ARMR AR B EAE B S A Hoh—Jr AT
A —Tr R A o

[V 3 & I /A s i S E R /N SN /A
2 TR0 SR ST AT AT U 2 B A (T BRSO L
TR AR N R 2 R e



Directors’ Interests in Contracts

Details of Directors’ interest in contracts of significance in relation to the
Group’s business are set out in the section headed “Connected Transactions
and Continuing Connected Transactions” in this report.

Directors’ and Chief Executives’ Interests in the Shares
and Underlying Shares of the Company

As at 31 December 2005, the Directors had the following interests in the
shares and underlying shares of the Company which were recorded in the
register required to be kept by the Company pursuant to section 352 of
the Securities and Futures Ordinance (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 of the Rules Governing
the Listing of Securities of the Stock Exchange (“Listing Rules”):

Long position in ordinary shares of HK$0.01 each in the Company
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R

A AR B

I KR AT B A [ S A B TR S A RO RE R
TAAAE A [ B 2 5y e B B 52 5y | — B v o

R EEATHA BRARNF R A
T K B PB4y v B 10 2

REFRIEF A =10 WAL FARIEH S &
BBt (138 7 B 3 B e 191 1) 25 35 288 T A7 19 55 e
MR HE AR 2 R B A B R e A
dt o BN S Tk 2 bR (T TR R ) Py
ZHEAT R I 5 oy AR HE Sy U ZH DUHA 7 KO0 A 4w
BB A BT RO RERR AN T

7 4y v 45 B v A 0.0 18 T 1 3 8 It 2 W A

Approximate
percentage of
the Company’s

Name of Personal Family Corporate issued

Director Interest Interest Interest Total share capital
ARAFACEN

WA LA A\ HiE 2 EY/3 k] 2 FHE Mat BRAZEHTAK

Mr. TAOCHAIFU Choofuang (Note) Nil Nil 257,373,900 257,373,900 40.19%

VT S (KT i3 Eis

Mr. TAO Richard 6,577,300 Nil Nil 6,577,300 1.03%

Ve AT e A i3 I

Mr. TAOCHAIFU Porn 6,577,300 Nil Nil 6,577,300 1.03%

Ve 5 48 e A i3 i3

Mr. KONG Mui Sum Lawrence 1,644,000 Nil Nil 1,644,000 0.25%

VLA ARG i3 i3

Mr. YIM Chun Leung 822,000 Nil Nil 822,000 0.13%

Note: Btat

Belbroughton Limited (“Belbroughton”) is the legal and beneficial owner of
257,373,900 shares. Belbroughton is wholly-owned by Seal United Investments
Limited, which in turn is owned by Mr. TAOCHAIFU Choofuang and his spouse,
Mrs. TAO POON Lai Yew Nancy in equal proportion. Accordingly, Mr. TAOCHAIFU
Choofuang is deemed to be interested in the 257,373,900 shares held by
Belbroughton.

Save as disclosed above, none of the Company’s Directors, chief executives
and their associates, had any interests or short positions in the shares and
underlying shares of the Company or any of its associated corporations
that was required to be recorded pursuant to section 352 of the SFO at the
date of this report.
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DIRECTORS’ REPORT
R

Substantial Shareholders’ Interests in Shares and
Underlying Shares of the Company

The register of substantial shareholders required to be kept under section
3306 of Part XV of the SFO shows that as at 31 December 2005, the Company
had been notified of the following substantial shareholders’ interests, being
5% or more of the Company’s issued share capital:

Long position in ordinary shares of HK$0.01 each in the Company

T B P O A A ] AR

HH BA B4 v BEA A RE 25

R 9 75 5 K ) 5 160 491 58 XVER B 336 IR ZE T 17 B U B 7
Murs > RoEEREF—A=+—H  AX"ZE
B (R AR ) 2 AT AR I soesk DA ) B ALY
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Approximate
percentage of
Personal Corporate the Company’s
Name interest interest Total issued share capital
A2 H B AT
# PN B 2wl HE g Hast B Z L& 4 1o
Belbroughton Limited (Note 1) Nil 257,373,900 257,373,900 40.19%
Belbroughton Limited (Mf#E1) il
Seal United Investments Limited (Note 1) Nil 257,373,900 257,373,900 40.19%
Seal United Investments Limited (fff7£1) i
Mr. TAOCHAIFU Choofuang (Note 1) Nil 257,373,900 257,373,900 40.19%
Ve 2R ek (WAL 1) E3
Mrs. TAO POON Lai Yew Nancy (Note 1) Nil 257,373,900 257,373,900 40.19%
Ve 00 RE ¥ Lo L (WAt 1) i3
Mr. TAO Shing Pee (Note 2) 114,156,200 Nil 114,156,200 17.83%
V& IR AR SE 2k (M at2) i
Oriental Pearl International Inc. (Note 3) Nil 41,003,200 41,003,200 6.4%
Oriental Pearl International Inc. (ff7L3) b3
Mr. KINOSHITA James Hajime (Note 3) Nil 41,003,200 41,003,200 6.4%
ART—54 (H7E3) i3
Mrs. KINOSHITA CHEUNG Yuen Shiu Lana (Note 3) Nil 41,003,200 41,003,200 6.4%
AR TFRBR & L (HfFE3) I
Notes: Bt -
1. Belbroughton Limited (“Belbroughton”) is the legal and beneficial owner of 1. Belbroughton Limited ([Belbroughton]) %4257,373,900

26

257,373,900 shares. Belbroughton is wholly-owned by Seal United
Investments Limited (“Seal United”), which in turn is owned by Mr.
TAOCHAIFU Choofuang (“Mr. CF Tao”) and his spouse, Mrs. TAO POON Lai
Yew Nancy (“Mrs. Nancy Tao”) in equal proportion. Accordingly, Seal United
as well as Mr. CF Tao and Mrs. Nancy Tao are deemed to be interested in
257,373,900 shares.

Mr. TAO Shing Pee, the brother of Mr. CF Tao, is the legal and beneficial
owner of 114,156,200 shares.

Oriental Pearl International Inc. is the legal and beneficial owner of 41,003,200
shares, which is owned by Mr. KINOSHITA James Hajime and Mrs.
KINOSHITA CHEUNG Yuen Shiu Lana in equal proportion. Accordingly,
Mr. KINOSHITA James Hajime and Mrs. KINOSHITA CHEUNG Yuen Shiu
Lana are deemed to be interested in 41,003,200 shares.
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Share Options

Details of the Company’s share option scheme are set out in note 26 to the
financial statements.

Major Suppliers and Customers

The percentages of purchases and sales for the year attributable to the
Group’s major suppliers and customers are as follows:

Purchases

— the largest supplier 70%
— five largest suppliers combined 85%
Sales

— the largest customer 6%
— five largest customers combined 23%

Save as the four properties purchased by the connected persons of the
Group (whom constitute four of the five largest customers) as disclosed
under the section headed “Connected Transactions and Continuing
Connected Transactions”, none of the directors, their associates or any
shareholder (which to the knowledge of the directors owns more than 5%
of the Company’s share capital) had an interest in the major suppliers or
customers noted above.

Connected Transactions and Continuing Connected
Transactions

During the year, the Group had the following connected and continuing
connected transactions, certain details of which are disclosed in compliance
with the requirements of the Listing Rules.

A. Connected Transactions
1.  Four contracts to sell properties

Suzhou Garden Villa Development and Management Co., Ltd.,
(“SGVDM”), an indirect non-wholly owned subsidiary of the
Company, has entered into four sale and purchase contracts in
Chinese with four connected persons respectively for the purpose
of selling to them four respective villas in the Suzhou Garden Court,
with the sales were completed by the end of December 2005.
Particulars of the four sale and purchase contracts are summarized
as follows:

Date of the contract Purchaser
THRWY ¥
20 July 2005 Lakeside Consultants Limited
(beneficially owned by

Mr. TAO Richard,

Vice Chairman)

W1V A R )

(phy &) £ i

W) RATT S AR )

“EFFRAELA A
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Property Purchase Price
LIES L34 ]

Villa no. J505,
Suzhou Garden Court

RMB6,090,000

£ RE B 55750598 Il B2 N R H6,090,0007T
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Connected Transactions and Continuing Connected

Transactions (Cont'd)

A. Connected Transactions (Cont'd)

1.  Four contracts to sell properties (Cont’d)

Date of the contract

R HMH

20 July 2005

“EFFRAELA A

20 July 2005

C“EETHEEASTH

22 December 2005

CEFRFT A

Purchaser

i

Lanick Group Limited
(beneficially owned by
Mr. TAOCHAIFU Porn,

Managing Director)
WIFILE A R 7

(ply 2 S AL A B

W S5 AR S AR )

Eastside Properties Limited
(beneficially owned by

Ms. TAO Miriam in trust for
the entire benefit of

Mrs. Nancy Tao, a
controlling shareholder)
R EA R 7

(e P A5 10 2 o 58 2t

T2 IR I SR Pl 10 BB I e LY
Fl g DUE RE T AR HEA)

Ms. TAO Miriam, a daughter of
Mr. CF Tao and a sister of

Mr. TAO Richard and

Mr. TAOCHAIFU Porn,

and is therefore a connected
person of the Company
Mt REE et
2 5 e W GRAT S A

W) 55 48 S 2 2 Mk

PR A B30 25 A ) ) B N

28 New Heritage Holdings Ltd. # {5 £ B A R 2 7
Annual Report 2005 —FE FLAFFHR

B A2 5 e i B B S AE o ()

A, BWERY ()
1. SiBmENNRESH E)

Property
L/ES

Villa no. J601,
Suzhou Garden Court

FR BB 0557601 55 Al 22

Villa no. J602,
Suzhou Garden Court

S R BE 557 6025% H &E

Villa no. J501,
Suzhou Garden Court

SR AL HE 750155 71 B2

Purchase Price

Jik £

RMBS,300,000

N R #8,300,0007C

RMB9,520,000

N E#9,520,00070

RMB5,500,000

A R #5,500,0007T



Connected Transactions and Continuing Connected
Transactions (Cont'd)

A.

2.

Connected Transactions (Cont’'d)

Financial assistance from connected persons for the benefit
of the Group

The Group has obtained banking facilities from certain banks prior
to the Listing. Some of these banking facilities were secured by
security provided by certain connected persons of the Company,
who have not required the provision of any security from the Group
for such financial assistance provided to the Group. Upon the listing
of the Shares on the Main Board in December 2005 (“Listing”), the
security provided by these connected persons of the Company for
the aforesaid banking facilities (part of these banking facilities
amounted to HK$29 million were repaid using the listing proceeds
upon Listing) were released and the remaining facilities were
replaced by the Company’s corporate guarantee, as the banks then
have issued letters of consent for agreement in principle to release
the relevant guarantees, mortgages, pledges and/or charges upon
the Listing. Particulars of such financial assistance are summarized
below.

a.  Banking facilities from Asia Commercial Bank Limited

By a facility letter dated 1 November 2005, Asia Commercial
Bank Limited has granted to World Margin Limited (“WML”),
an indirect wholly-owned subsidiary of the Company, banking
facilities to the total extent of approximately HK$74.26 million.

To secure the aforesaid banking facilities:

(i) Fontwell Holdings Limited, a company ultimately and
beneficially owned by Mr. CF Tao and his family
members, has mortgaged the 23rd Floor of and Car
Parking Space Nos.28 and 51 on the 2nd Floor of Fortis
Bank Tower at 77-79 Gloucester Road and Nos.117-
119 Jaffe Road, Hong Kong, with all the rentals
therefrom assigned, to Asia Commercial Bank Limited;

(i) Chong Lai Company Limited (‘CLCL”), a company
beneficially and ultimately owned by Mr. CF Tao and
his family members, has mortgaged Units Nos.1 and 2
on the 19th Floor of Professional Building, Nos.19-23
Tung Lo Wan Road, Hong Kong, with all the rentals
therefrom assigned, to Asia Commercial Bank Limited;

(iii)  pledge of fixed deposit in name of New Heritage
Investments Limited in Hong Kong dollars for not less
than HK$17,000,000

(iv)  pledge of fixed deposit in name of Mr. CF Tao in US
dollars for not less than US$3,600,000; and

(v)  the Company has given a corporate guarantee for
HK$30,000,000 in favour of Asia Commercial Bank
Limited.
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Connected Transactions (Cont'd)

Financial assistance from connected persons for the benefit
of the Group (Cont’'d)

a.  Banking facilities from Asia Commercial Bank Limited
(Cont’d)

None of Fontwell Holdings Limited, CLCL, Mr. CF Tao or Mrs.
Nancy Tao has required the provision of any security from
the Group for the above financial assistance given for the
benefit of WML.

b. Loan contract with The Bank of East Asia Limited, Shanghai
branch

By a loan contract dated 8 October 2005, The Bank of East
Asia Limited, Shanghai branch has granted to New Heritage
Group Limited (“NH Group”) an indirect wholly-owned
subsidiary of the Company, a loan of US$3,200,000.

To secure the loan, Mr. CF Tao has charged a deposit of
US$3,200,000 in favour of The Bank of East Asia Limited.

Mr. CF Tao has not required the provision of any security
from the Group for the above financial assistance given for
the benefit of NH Group.

The above pledged deposit was released upon WML provide
a deposit of US$3,200,000 as security to The Bank of East
Asia Limited subsequent to Listing.

Each of the above financial assistance provided by the connected
persons of the Company for the benefit of the Group was on terms
favourable to the Group where no security over the assets of the
Group was required. Therefore, each of the above financial assistance
falls within the exemption under Rule 14A.65(4) of the Listing Rules
and was therefore not subject to the reporting, announcement and
independent shareholders” approval requirements under the Listing
Rules.

Continuing Connected Transactions

Motor vehicle lease agreement

On 1 February 2005, New Heritage Management Limited (‘NH
Management”), an indirect wholly-owned subsidiary of the Company,
entered into a motor vehicle lease agreement with HY Automotive
Holdings Limited (beneficially owned by Mr CF. Tao and his family
members) for the lease of two private motor vehicles. Under the
said lease agreement, NH Management has agreed to lease two
private motor vehicles for a term of one year commencing from 1
February 2005 at an aggregate rental of HK$16,000 per month, which
shall be automatically renewed for each of the subsequent years
thereafter on the same terms and conditions, except that the monthly
rental thereof shall be mutually agreed by the parties.

The above motor vehicle lease agreement was terminated with effect
from 1 February 2006.
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Connected Transactions and Continuing Connected
Transactions (Cont'd)

B.

4.

Continuing Connected Transactions (Cont’d)
Tenancy agreement of Hong Kong office

On 21 March 2005, NH Management as tenant entered into a tenancy
agreement with Fontwell Holdings Limited (beneficially owned by
Mr. CF Tao and his family members) as landlord for the lease of
Room 2301, 23rd Floor, Fortis Bank Tower, Nos.77-79 Gloucester
Road, Hong Kong and Nos.117-119 Jaffe Road, Hong Kong for the
use by the Group at a monthly rental of HK$49,000, exclusive of
government rates and management fees, for a term of one year
commencing on 1 February 2005 and expiring on 31 January 20006.

On 25 January 2006, the above tenancy agreement was renewed at
a monthly rental of HK$72,000, exclusive of government rates and
management fees, for a term of one year commencing on 1 February
2006 and expiring on 31 January 2007.

Licence agreement

On 21 March 2005, NH Management as licensee entered into a licence
agreement with Fontwell Holdings Limited as licensor for obtaining
the licence to use by the Group of car parking spaces nos. 28 and
51 on the 2nd Floor of Fortis Bank Tower, Nos.77-79 Gloucester
Road, Hong Kong and Nos.117-119 Jaffe Road, Hong Kong at a
monthly licence fee of HK$7,000, exclusive of government rates
and management fees, for a term of one year commencing from 1
February 2005 to 31 January 2000.

On 25 January 2000, the above licence agreement was renewed at a
monthly licence fee of HK$7,000, exclusive of government rates
and management fees, for a term of one year commencing on 1
February 2006 and expiring on 31 January 2007.

Two tenancy agreements of residential property developed by
the Group

On 2 November 2004, through an agent, Mr. TAO Richard, one of
the executive directors, as landlord entered into a tenancy agreement
with SGVDM pursuant to which SGVDM has leased from Mr. TAO
Richard the premises developed by SGVDM known as Unit 8B, Jin
Shing Apartment, No. 38 Shi Shan Road, New District, Suzhou, the
PRC at a monthly rental of RMB14,904, exclusive of all outgoings,
for a term of 2 years commencing on or before 4 December 2004.

On the same day, through the same agent, Mr. TAO Richard as
landlord entered into another tenancy agreement with SGVDM,
pursuant to which SGVDM has leased from Mr. TAO Richard the
premises developed by SGVDM known as Unit 8D, Jin Shing
Apartment, No. 38 Shi Shan Road, New District, Suzhou, the PRC
for a monthly rental of RMB12,420, exclusive of all outgoings, for a
term of 2 years commencing on or before 4 December 2004.
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Continuing Connected Transactions (Cont’d)
Landscaping and maintenance contract

On 17 February 2005, SGVDM entered into a landscaping and
maintenance contract with S # 4 ML A PR 7 (Suzhou New
Heritage Trees & Landscaping Co., Ltd.) (“SNHTL”) (Mr. CF Tao and
Mr. TAOCHAIFU Porn, two of the executive directors, indirectly
owns 95% equity interest) pursuant to which SNHTL provides
landscaping and maintenance services to SGVDM in respect of phases
2 and 3 and commercial centre of Suzhou Garden Villa for an annual
fee of RMB44,000 for a period of one year commencing on 1 January
2005 to 31 December 2005.

Fitness club agreement

In November 2004, SGVDM entered into an agreement with ¥ 5t
P e A B A PR /A A (Clark Hatch Fitness Centers (Shanghai) Ltd.)
(“Clark Hatch Shanghai”) (which was subsequently supplemented
by a supplemental agreement dated 18 September 2005 made
between the same parties) (collectively, the “Fitness Club
Agreement”), pursuant to which SGVDM provides Clark Hatch
Shanghai with the sports and fitness club house with facilities located
on the 3rd Floor, Block 11, Suzhou Garden Court (the “Club House”),
and Clark Hatch Shanghai provides cleaning, maintenance, repair,
operation and janitorial services for the Club House, for a term of 3
years commencing on 1 January 2005. During the term, Clark Hatch
Shanghai is required to pay SGVDM a monthly rental in a sum (i) of
RMB60,000 or (ii) equal to 30% of the monthly gross revenues (before
taxes) received by Clark Hatch Shanghai from the operation of Club
House, whichever is higher.

As Clark Hatch Shanghai is a Sino-foreign equity joint venture
enterprise of the PRC, owned as to 90% by Clark Hatch (China)
Limited, which in turn is beneficially owned as to 50% by an
independent third party and as to 50% by Mr. TAOCHAIFU Porn,
the transactions contemplated under the Fitness Club Agreement
constituted continuing connected transactions for the Company under
the Listing Rules.

As disclosed in the Prospectus, based on the consideration and
analysis of the budget provided by Clark Hatch Shanghai for the
revenues of the Club House for each of the 3 years ending 31
December 2007, the Directors then anticipated that the annual caps
for the annual rental to be received by the Group from Clark Hatch
Shanghai under the Fitness Club Agreement for the 3 years ending
2007 will be RMB864,000, RMB1,369,500 and RMB1,503,900
respectively. The transactions contemplated under the Fitness Club
Agreement for the year ending 31 December 2005 was exempt from
the reporting, announcement and independent shareholders’
approval requirements under the Listing Rules. However, in respect
of the maximum annual rental to be received from Clark Hatch
Shanghai for each of the 2 years ending 31 December 2007, the
transactions contemplated under the Fitness Club Agreement for
each of the 2 years ending 31 December 2007 are subject to the
reporting and announcement requirements under the Listing Rules.
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Connected Transactions and Continuing Connected
Transactions (Cont'd)

B.  Continuing Connected Transactions (Cont'd)
8.  Fitness club agreement (Cont’d)

The Stock Exchange has granted a waiver from strict compliance
with the announcement requirement under Rule 14A.47 of the Listing
Rules in respect of the transactions contemplated under the Fitness
Club Agreement for the 2 years ending 31 December 2007.

The independent non-executive directors have confirmed that the above
continuing connected transactions have been entered into (i) in the ordinary
and usual course of business of the Group; (ii) on normal commercial
terms or on terms no less favourable to the Group than terms available to
or from independent third parties; and (iii) in accordance with the above
relevant agreements on terms that are fair and reasonable and in the interests
of the shareholders of the Company as a whole. The auditors of the
Company have also confirmed that (i) the above continuing connected
transactions have been approved by the Board of Directors of the Company;
(ii) the transactions pertaining to the above continuing connected
transactions were entered into at amounts consistent with the pricing
policies as stated in the Prospectus; (iii) on terms no less favourable than
those available to or from independent third parties; and (iv) the above
continuing connected transactions did not exceed the relevant caps in the
financial year ended 31 December 2005.

During the year, the Group had the following connected transactions which
have been completed prior to the Listing and therefore, which are not
subject to any disclosure requirements of the Listing Rules and the details
of which have not been disclosed in the Prospectus.

1.  Transfer of interest in Clark Hatch Shanghai

In January 2005, SGVDM agreed to transfer 10% equity interest in
Clark Hatch Shanghai to SNHTL at the total consideration of
US$20,000, equivalent to 10% of the registered capital of Clark Hatch
Shanghai. The transfer of equity interest was completed upon a
certificate of approval was issued by the relevant PRC Government
on 8 July 2005.

2. Assignment of Chattels

On 22 March 2005, B.T. Shipping & Enterprises Limited, a company
which is beneficially owned by Mr. CF Tao and his family members,
as assignor has entered into an assignment of chattels with NH
Management as assignee whereby the assignor agreed to dispose to
the assignee all the office equipment and fixtures as set out in the
assignment at the total consideration of HK$106,649.20.

3.  Financial assistance from connected persons for the benefit
of the Group

a. By a facility letter dated 14 April 2005, The Hong Kong and
Shanghai Banking Corporation Limited has granted to WML
the banking facilities to the total extent of US$1,000,000.
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Connected Transactions and Continuing Connected
Transactions (Cont'd)

3.  Financial assistance from connected persons for the benefit
of the Group (Cont’'d)

To secure the aforesaid banking facilities:

(i) Miripa (BVD) Ltd., a company which is beneficially
owned by Mr. CF Tao and his family members, has
given a corporate guarantee for US$1,000,000; and

(i)  Pledge of fixed deposit in the name of Miripa (BVI)
Ltd. in the amount of US$1,000,000.

The above facilities was fully repaid on 10 October 2005.

b. On 20 August 2005, Mr. CF Tao has entered into a loan contract
with WML whereby Mr. CF Tao agreed to grant to WML a
loan facility of US$3,200,000 (the “Loan”). The Loan was fully
repaid by WML to Mr. CF Tao on 12 September 2005. Waiver
of the obligations to pay any interest under the loan contract
was granted by Mr. CF Tao to WML.

Directors’ Interest in Competing Business

Mr. CF Tao, Chairman of the Company, and his family members (including
Mr. TAO Richard, Vice Chairman and Mr. TAOCHAIFU Porn, Managing
Director) are interested in certain properties in PRC which may constitute
a competing business to the Group including, 48 apartments in Suzhou
Garden Villa and a villa no. J505 in Suzhou Garden Court developed by
SGVDM.

Pursuant to the non-competition deed dated 16 November, 2005 signed by
Mr. CF Tao and his spouse (“Mr. and Mrs. Tao”) in favour of the Company
(the “Deed”), Mr. and Mrs. Tao have undertaken to the Company to make
necessary arrangements as stated in the Deed to avoid competing the
business of the Group. Details of such arrangements have already been
disclosed in the Prospectus.

Corporate Governance

A report on the principal corporate governance practices adopted by the
Company is set out on pages 36 to 41 of this report.

Sufficiency of Public Float
Based on information that is publicly available to the Company and within

the knowledge of the directors, at least 25% of the Company’s total issued
share capital was held by the public as at the date of this report.
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Subsequent Events

Details of the subsequent events of the Group are set out in note 36 to the
financial statements.

Auditors

The Company’s auditors, Grant Thornton retire and a resolution for their
reappointment as auditors of the Company will be proposed at the
forthcoming annual general meeting.

On behalf of the Board

TAOCHAIFU Choofuang
Chairman

Hong Kong, 3 April 2006
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CORPORATE GOVERNANCE REPORT
e SRR

The Company is committed to the establishment of good corporate practices
and procedures. The corporate governance principles of the Company
emphasise a quality board, transparency and accountability to all
shareholders of the Company.

The Group has complied with the code provisions set out in Appendix 14,
Code on Corporate Governance Practices, of the Rules Governing the Listing
of Securities on The Stock exchange of Hong Kong Limited (the “Stock
Exchange”) for the year ended 31 December 2005 except that no meeting
of the Audit Committee, Nomination Committee and Remuneration
Committee was held for the period from the listing (the “Listing”) of the
shares of the Company on the Stock Exchange on 2 December 2005 to 31
December 2005. Only one meeting for each of the Audit Committee,
Nomination Committee and Remuneration Committee was held subsequent
to the year ended 31 December 2005 and prior to the publishing of this
report with the presence of all members of the respective committees.

BOARD COMPOSITION

The Board comprises five executive directors, one non-executive director
and three independent non-executive directors. All five executive directors
are members of the executive committee of the Company responsible for
dealing with the business of the Company in accordance with all applicable
rules and regulations, including, but not limited to, the Rules Governing
the Listing of Securities of the Stock Exchange (the “Listing Rules”). All
Directors (including independent non-executive directors) have been
consulted on all major and material matters of the Company.

The Board members for the year ended 31 December 2005 were:

Executive Directors

Mr. TAOCHAIFU Choofuang (also known as CF Tao) (Chairman)

Mr. TAO Richard (Vice Chairman)

Mr. TAOCHAIFU Porn (also known as Paul Tao) (Managing Director)
Mr. KONG Mui Sum Lawrence

Mr. YIM Chun Leung

Non-executive Director
The Hon. CHAN Charnwut Bernard

Independent Non-executive Directors
Mr. WONG Gary Ka Wai

Mr. SUN Leland Li Hsun

Mr. CHAN Norman Enrique

The number of independent non-executive directors have met the
requirements under the Listing Rules and Mr. WONG Gary Ka Wai has
appropriate accounting professional qualification. The Company has
appointed a Managing Director instead of a chief executive officer.

The positions of the Chairman and the Managing Director are held
separately by two executive directors to ensure their respective
independence, accountability and responsibility. The Chairman is
responsible for determining overall business strategies of the Group. The
Managing Director is responsible for general management of the Group.
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CORPORATE GOVERNANCE REPORT

BOARD COMPOSITION (cont'd)

The Board is responsible for corporate strategy, annual and interim results,
succession planning, risk management, major acquisitions, disposals and
capital transactions, and other significant operational and financial matters.
Major corporate matters that are specially delegated by the Board to the
management include the preparation of annual and interim accounts for
Board approval before public reporting, execution of business strategies
and initiatives adopted by the Board, implementation of adequate systems
of internal controls and risk management procedures, and compliance
with relevant statutory requirements and rules and regulations.

Mr. TAOCHAIFU Choofuang, the Chairman of the Company, is the father
of Mr. TAO Richard, the Vice Chairman of the Company, and Mr.
TAOCHAIFU Porn, Managing Director of the Company. Further details of
the Directors are set out on pages 18 to 21 under the section headed
“Biographical Details of Directors and Senior Management” of this report.

Each of the independent non-executive directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules.
The Company is of the view that all independent non-executive directors
meet the independence guidelines set out in Rule 3.13 of the Listing Rules
and are independent in accordance with the terms of the guidelines. The
non-executive director and all the independent non-executive directors
have contracts with the Company for a period of three years commencing
from 14 November 2005 which may be terminated by either party by giving
one month’s written notice and subject to retirement by rotation at the
annual general meeting of the Company in accordance with the articles of
association of the Company.

For the period from 14 November 2005 (the day of appointment of the
non-executive director and the three independent non-executive directors)
to 31 December 2005, six Board meetings were held. Minutes of the Board
meetings are kept by the company secretary and are available for inspection
by the Directors and auditors of the Company.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers ( the “Model Code”) set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules are set out in the
terms of the service contracts of each executive director and the letters of
appointment of the non-executive director and each independent non-
executive director. Having made specific enquiry of all the Directors, the
Directors confirmed that they have complied with the required standard
as set out in the Model Code for the period from Listing to 31 December
2005.
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CORPORATE GOVERNANCE REPORT
e SRR

AUDIT COMMITTEE

The Company established an Audit Committee on 14 November 2005 with
terms of references in compliance with the code on corporate governance
practices set out in Appendix 14 of the Listing Rules. The Audit Committee
consists of independent non-executive directors only.

The members of the Audit Committee are as follows:

Mr. WONG Gary Ka Wai (Chairman)
Mr. SUN Leland Li Hsun
Mr. CHAN Norman Enrique

Mr. WONG Gary Ka Wai, who possesses a professional accounting
qualification and relevant accounting experience, is the chairman of the
Audit Committee.

The primary duties of the Audit Committee are to review and approve the
financial reporting process and internal control systems of the Group. The
Group’s final results for the year ended 31 December 2005 have been
reviewed by the members of the Audit Committee before submission to
the Board for approval. The Audit Committee was of the opinion that the
preparation of such results complied with the applicable accounting
standards and requirements and that adequate disclosure have been made.

NOMINATION COMMITTEE

The Company established a Nomination Committee on 14 November 2005
with terms of reference in compliance with the code on corporate
governance practices set out in Appendix 14 of the Listing Rules. The
members of the Nomination Committee consist of one executive director
and two independent non-executive directors.

The members of the Nomination Committee are as follows:

Mr. CHAN Norman Enrique (Chairman)
Mr. SUN Leland Li Hsun
Mr. TAOCHAIFU Porn

The primary duty of the Nomination Committee is making recommendations
to the Board on appointment and removal of directors and management
of Board succession.

The Nomination Committee has considered the past performance,
qualification, general market conditions and the Company’s articles of
association in selecting and recommending directors for retirement rotation.

The Nomination Committee resolved that all the existing directors should
be recommended to be retained by the Company. Further, in accordance
with the Company’s articles of association, Mr. TAO Richard, Mr. KONG
Mui Sum Lawrence and Mr. YIM Chun Leung would retire, and being
eligible, would offer themselves for re-election at the forthcoming annual
general meeting of the Company.
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CORPORATE GOVERNANCE REPORT

REMUNERATION COMMITTEE

The Company established a Remuneration Committee on 14 November
2005 with terms of references in compliance with the code on corporate
governance practices set out in Appendix 14 of the Listing Rules. The
members of the Remuneration Committee consist of one executive director
and two independent non-executive directors.

The members of the Remuneration Committee are as follows:

Mr. SUN Leland Li Hsun (Chairman)
Mr. CHAN Norman Enrique
Mr. TAO Richard

The primary duties of the Remuneration Committee are to review and
determine the terms of remuneration packages, bonuses and other
compensation payable to Directors and senior management including the
recommendation to the Board on the granting of share options to Directors
pursuant to the share option scheme adopted by the Company.

The Remuneration Committee has considered and reviewed the existing
terms of remunerations of all the directors. The Remuneration Committee
has considered factors including salaries paid by comparable companies,
time commitment and responsibilities of the directors, employment
conditions elsewhere in the group and desirability of performance-based
remuneration. The Remuneration Committee considered that the existing
terms of remunerations of the directors were fair and reasonable.
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CORPORATE GOVERNANCE REPORT
e SRR

ATTENDANCE RECORD AT BOARD MEETINGS

The attendance of individual members at the meetings of the Board, during
the period from 14 November 2005 (the day of appointment of non-
executive director and independent non-executive directors) to 31
December 2005:—

Executive Director

AT I

Mr. TAOCHAIFU Choofuang (Chairman)
P H ek ()

Mr. TAO Richard (Vice Chairman)

Ve ZAT e LR (R )

Mr. TAOCHAIFU Porn (Managing Director)
Ve $5 45 Stk (A A HE)

Mr. KONG Mui Sum Lawrence

TL AR AR5

Mr. YIM Chun Leung

R SE e e

Non-Executive Director
HB A7 # I

The Hon. CHAN Charnwut Bernard
PR BLSEAE

Independent Non-Executive Director
4 3 H: AT

Mr. WONG Gary Ka Wai

ERfSE

Mr. SUN Leland Li Hsun

R M ek

Mr. CHAN Norman Enrique

R4S

INTERNAL CONTROL

The Board has overall responsibility for the system of internal controls of
the Company and for reviewing its effectiveness. The Board is committed
to implementing an effective and sound internal controls system to
safeguard the interest of shareholders and the Group’s assets. The Board
has delegated to the management the implementation of the system of
internal controls and reviewing of all relevant financial, operational,
compliance controls and risk management function within an established
framework.

The Group has appointed an independent professional to perform the
review of the effectiveness of its system of internal control. Relevant
recommendations to be made by such consultant would be implemented
by the Group in stages to further enhance its internal control policies,
procedures and practices.
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CORPORATE GOVERNANCE REPORT

INVESTOR RELATIONSHIP AND COMMUNICATION

The Company endeavors to maintain a high level of transparency in
communicating with shareholders and the investment community at large.
Briefings and meetings with institutional investors and analysts are
conducted regularly. The Company is committed to continue to maintain
an open and effective investor communication policy and to update
investors on relevant information on its business in a timely manner, subject
to relevant regulatory requirements. In order to ensure effective, clear and
accurate communications with the investors and analysts, all corporate
communications are arranged and handled by the executive directors and
designated senior executives according to established practices and
procedures of the Company. The Company has announced its annual results
of the year under review in a timely manner, which is well before the time
limits set out in the Listing Rules.

DIRECTORS” AND AUDITORS" RESPONSIBILITY FOR
THE FINANCIAL STATEMENTS

The Directors are responsible for the preparation of financial statements
which give a true and fair view. In preparing financial statements which
give a true and fair view, it is fundamental that appropriate accounting
policies are selected and applied consistently.

It is the responsibility of the auditors to form an independent opinion,
based on their audit, on those financial statements and to report their
opinion to the members of the Company, as a body, and for no other
purpose. The auditors do not assume responsibility towards or accept
liability to any other person for the contents of this report.

The Directors acknowledge their responsibilities for the preparation of
the financial statements for each financial period which give a true and
fair view of the state of affairs of the Group and of results and cash flow
for that period. In preparing the accounts for the year ended 31 December
2005, the Directors have selected suitable accounting policies and applied
them consistently; adopted appropriate Hong Kong Financial Reporting
Standard and Hong Kong Accounting Standards; made adjustments and
estimates that are prudent and reasonable; and have prepared the accounts
on the going concern basis. The Directors also ensure the timely publication
of the financial statements of the Group.

AUDITORS” REMUNERATION

For the period from the Listing to 31 December 2005, the auditors of the
Company only provided audit services to the Group. During that period,
the auditors did not perform any non-audit services to the Group. The
amount paid to the auditors in respect of the audit of the financial statements
for the year ended 31 December 2005 was HK$680,000.
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AUDITORS’ REPORT
A% S i e 7

Certified Public Accountants
Member of Grant Thornton International

To the members of New Heritage Holdings Ltd.
(incorporated in Cayman Islands with limited liability)

We have audited the financial statements on pages 43 to 97 which have
been prepared in accordance with accounting principles generally accepted
in Hong Kong.

Respective responsibilities of directors and auditors

The Company’s directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial statements
which give a true and fair view it is fundamental that appropriate accounting
policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely to
you, as a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgments made by the directors
in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the Company’s and the Group’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance as to whether the
financial statements are free from material misstatement. In forming our
opinion we also evaluated the overall adequacy of the presentation of
information in the financial statements. We believe that our audit provides
a reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of the
state of affairs of the Company and of the Group as at 31 December 2005
and of the Group’s profit and cash flows for the year then ended and have
been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

Grant Thornton
Certified Public Accountants
Hong Kong

3 April 2006
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for the year ended 31 December 2005

CONSOLIDATED INCOME STATEMENT

A Wi A A

BE-ZEZZHRE+ A=+ —HILEE

2005 2004
Notes HKS$’000 HKS$’000
i T#T T#IT

Revenue W di 4 149,089 197,710
Cost of sales B A (78,416) (146,481)
Gross profit B 70,673 51,229
Other income HAth e A 4 6,702 1,172
Selling expenses 598 B 32 (1,582) (3,852)
Administrative expenses 1T BB 32 (12,925) (7,004
Other operating expenses oA 7 B S

Fair value adjustments on investment TGN N SAE R

properties 13 21,105 7,725
Write off of an investment property upon i T I T R S
re-development —HEEY ¥ 13 (3,774) —
Finance costs Al A 7 (3,219) —
Share of profits of an associate JEAL — Rk 2 W) B 8,018 —
Profit before taxation 3% 82 vy 78 A 6 84,998 49,270
Taxation BiIH 8 (26,086) (16,195)
Profit for the year AAE 2 A 58,912 33,075
Attributable to: PR A LAY -
Equity holders of the Company EN/NCIE S RSN 55,934 31,389
Minority interests D BB £ 2,978 1,686
58,912 33,075

Dividends JBe B 9 11,526 —
Earnings per share for profit attributable ZAS4F B2 dJ B2 ¥4 A

to the equity holders of the Company JHE A 72 0 08 % It 7 )

during the year 10
— Basic — A HK24.6 cents# Al HKS62,778i T
— Diluted — i N/A A% N/A AV
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CONSOLIDATED BALANCE SHEET

O EERAER

as at 31 December 2005

AR ERARFH=+—H

2005 2004
Notes HKS$’000 HK$000
R 53 T#L T T
ASSETS AND LIABILITIES ¥ e 143
Non-current assets TR Wy %
Goodwill 7 11 37,048 —
Property, pl