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2007
goood Changes
HK$’'m oo
oooo %
Profit Attributable to Equity 000o0oooooooo
Holders of the Company 87 323 (73%)
Total Assets oood 6,410 6,381 0.5%
Equity Attributable to Equity ooooooooooon
Holders of the Company 4,870 5,006 (3%)
Cash & Bank Balances oonooooo 792 1,335 (41%)
Changes
Key Performance and ooooooo HK$ oo
Liquidity Indicators: ooooDooo oo %
Earnings Per Share oooo 0.048 0177 (73%)
Net Assets Per Share (Note 1) 00000000010 2.70 2.70 Nil
P/E Ratio (Note 1) oo0ooooiig 14.8x 9.6x 54%
Return on Capital Employed oooooooozao
(Note 2) 1.8% 6.4% (72%)
Return on Total Assets ooobooooooso
(Note 3) 1.4% 51% (73%)
Gearing Ratio (Note 4) Oo0ooooo4ad 16% 12% 33%
Current Ratio (Note 5) oooooooso 2.1x 3.1x (32%)
Interest Coverage (Note 6) oooooooooen 4.6X 8.4x (45%)
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Notes:

Based on 1,820,709,611 shares issued and fully paid as at
31 December, 2008 (2007: 1,820,709,611 shares) and the
market closing price of HK$0.71 (2007: HK$1.70) per share.

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

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

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

Calculated as current assets over current liabilities.
Calculated as profit before finance costs and taxation over

finance costs (excluding the notional interest portion in
respect of convertible note).
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Principal Bankers

Bank of China (Hong Kong) Limited

The Hongkong and Shanghai Banking Corporation Limited

The Citic Ka Wah Bank Limited

Share Registrars and Transfer Office

Tricor Secretaries Limited
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Suite 4901, 49th Floor, Office Tower,
Convention Plaza, 1 Harbour Road,
Wanchai, Hong Kong

(Tel: 28770030 Fax: 28029506)
Company Website
http://www.silvergrant.com.hk
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REVIEW OF RESULTS

Profit attributable to equity holders of the Company for
the year ended 31 December 2008 has decreased by
HK$235.8 million to HK$87.1 million (2007: HK$322.9
million), representing a decrease of approximately 73%.
Basic earnings per share has decreased by HK$0.129 to
HK$0.048 (2007: HK$0.177), also representing a decrease
of approximately 73%.

The decrease was mainly due to the diminution in the fair
values of investment properties and leasehold properties,
the diminution in the fair values of trading securities and
the significant decrease in net foreign exchange gain.
Such diminution in the fair values was due to the outbreak
of the financial tsunami in September 2008, which has led
to severe deterioration in the investment environment. The
fair values of investment properties, leasehold properties
and trading securities have further decreased by HK$20.1
million, HK$19.1 million and HK$35.4 million respectively.
The significant decrease in net foreign exchange gain is
due to the decrease in the Group’s average balance of
RMB deposits and the reason that RMB to HKD exchange
rate did not appreciate further during the year. Such
decrease amounted to approximately HK$71.4 million.

Other reasons leading to the decrease in profit attributable
to equity holders of the Company were that there were
one-off disposal gains recognised in 2007 in the amount
of HK$38.6 million and HK$48.5 million in respect of the
partial disposal of the Tongjitang ADSs and the disposal of
the Shenyang subsidiaries respectively.

On a net basis, profit contribution from the distressed
assets business in 2008 was HK$33.9 million (2007:
HK$38.2 million) and was mainly derived from the Orient
Portfolio.
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REVIEW OF RESULTS (Continued)

For the year ended 31 December 2008, the Group



Silver Grant International Industries Limited 0000000000

MANAGING DIRECTOR'S STATEMENTS 00O OO OO

BUSINESS REVIEW & PROSPECTS

Property Investments, Development and
Management

For the year ended 31 December 2008, profit contribution
from leasing of investment properties increased slightly by
9% to HK$26.4 million (2007: HK$24.3 million) and was
pretty stable for both years. The Group’s main source of
rental income is from the East Gate Plaza. During the year,
the gross rental income in respect of the East Gate Plaza
recorded a slight decrease to approximately HK$54.1
million (2007: HK$62.6 million).

The operations of Beijing Yinda Property Management
Limited (“Yinda”) were stable for both of the current year
under review and the last year. At the balance sheet
date, there were 21 projects (2007: 21 projects) under
the management of Yinda. The total floor area under the
management of Yinda exceeds 3.0 million square meters.
The revenue of Yinda for the year was HK$147.1 million
(2007: HK$105.2 million). Net profit for the year was
HK$11.6 million (2007: net loss of HK$1.8 million). The
increase in revenue and profit was mainly attributable to
the short-term appointment of Yinda for the management
of three properties during the period of the 2008 Beijing
Olympic Game. In the coming years, Yinda will concentrate
its effort in soliciting new projects with high profit margin
in order to enhance shareholders’ return.

Re-development project

The Group invested in the re-development of the Tong
Zhou District in Beijing through its 22.62% owned
associate namely 000000000000 ODOOOOODOO
gooo.

The re-development project was named “Zi You Xiao
Zhen”, which has a site area and gross development area
of 320,000 square metres and 830,000 square metres
respectively. According to the development plan, the “Zi
You Xiao Zhen” project will be developed by four phases
in four years’ time.
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BUSINESS REVIEW & PROSPECTS (Continued)

Property Investments, Development and
Management (Continued)

Re-development project (Continued)

As at 31 December 2008, the Group has invested
approximately HK$582.4 million (2007: HK$484.0 million)
in aggregate in the “Zi You Xiao Zhen” project.

However, due to the outbreak of the financial tsunami in
September 2008, the progress of the “Zi You Xiao Zhen”
project was delayed for the purpose of awaiting for more
market data and economic indicators before entering into
the next stage of development. Moreover, the directors
have recently learnt that the controlling shareholder of O
O04d is considering the disposal of its entire interest
in 0000 due to its own funding needs. The act of the
controlling shareholder will inevitably affect the next stage
of development of the “Zi You Xiao Zhen” to a certain
extent. In this regard, the Group may also dispose of its
interests in OOOO at the same time or may acquire
additional interests in O OO0, depending on the disposal
price of the controlling shareholder. However, the Group
has not yet arrived at any decision for the time being.

Cinda Jianrun

Cinda Jianrun has made no significant investment since
its incorporation in January 2008. Despite this, the
Group had further paid RMB200.0 million (equivalent to
approximately HK$222.2 million) funds into Cinda Jianrun
as previously agreed. Cinda Jianrun is currently negotiating
for a potential investment opportunity for the purpose of
commencing its business.

ooooboowoo
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BUSINESS REVIEW & PROSPECTS (Continued)

Property Investments, Development and
Management (Continued)

oooo

In 2008, the Group made investment in a newly
incorporated company named OO0 0000000000 O0O
0 0O Odin Beijing. The Group contributed RMB50.0 million
(equivalent to HK$55.6 million) to OO 00O as registered
capital for an equity interest of 50%. The Group accounted
for its interest in OO OO as a jointly controlled entity. The
principal business of O 00O O is the production of branded
Italian style bathroom suite and related products such as
bathtubs, showers, toilets, sinks and bathroom tiles.

Infrastructure Investments

The shareholders of Cll have decided not to utilize Cll as
a platform to co-operate and to invest in infrastructure
projects. In this regard, Cll focus on liquidating all its
investments and projects during the year and in the
coming year. The funds realized will be distributed to
the shareholders of Cll as soon as practicable. As a
consequence of the above strategic change, profit
contribution from CIlI has decreased significantly to
HK$23.5 million (2007: HK$54.8 million).

In the last quarter of 2008, the Group has acquired the
entire investments in the petrochemical project and a
shareholder’s loan from CllI at a total consideration of
approximately HK$184.8 million so as to invest in the
petrochemical industry directly.
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BUSINESS REVIEW & PROSPECTS (Continued)

Petrochemical Products

During the year, the Group invested in a new core-
business, which is the production and trading of
petrochemical products. The new core-business is
conducted through Tai Zhou United East Petrochemical
Company Limited (“United East Petrochemical”), Tai
Zhou Dong Tai Petrochemical Company Limited (“Dong
Tai Petrochemical”) and Zhong Hai You Qi (Tai Zhou)
Petrochemical Company Limited (“Zhong Hai You Qi”).
United East Petrochemical and Dong Tai Petrochemical
were indirectly held subsidiaries in which the Group is
interested in 50% and 69.78% respectively. Zhong Hai You
Qi is an indirectly held associate in which the Group is
interested in 23.03%.

The principal activities of these companies include the
operation of crude oil storage tanks, crude oil loading and
unloading terminal, crude oil refinery and the production
of an organic solvent methyl ethyl ketone and bitumen as
major oil refinery by-products.

The operation results of the new core-business was barely
breakeven in 2008 due to high crude oil price during the
majority times of 2008 and the fact that the new core-
business has contributed operation results of less than a
quarter since acquisition.

ooooboowoo
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BUSINESS REVIEW & PROSPECTS (Continued)

Financial Investments

Distressed Assets Business

The Huarong Portfolio

The progress of the disposal of the Huarong Portfolio
was unsatisfactory. China Huarong Asset Management
Corporation (“China Huarong”) failed to complete the
disposal within the time limit of its servicing contract.
Despite the fact that the servicing contract had been
extended to 31 December 2008, the disposal of the
Huarong Portfolio has not been completed. After serious
negotiations with China Huarong, the Group agreed to
further extend the servicing contract to 31 December
2009 in light of the recent financial crisis, which affected
all economies over the world. The Group believes that the
PRC economy will start to recover in the second half year
of 2009, which will benefit the disposal of the Huarong
Portfolio. Moreover, the Group has removed the target
cash recovery rate so as to give China Huarong more
flexibility in disposing the Huarong Portfolio.

The Group will push for the completion of the disposal of
the Huarong Portfolio within the extended period and will
try its best effort to ensure the disposal of the Huarong
Portfolio will not lead to any loss to the Group as a whole.

Up to 31 December 2008, the cumulative principal amount
of distressed assets in the Huarong Portfolio that has been
disposed was approximately HK$27.6 billion, representing
approximately 68% of the total principal amount of the
Huarong Portfolio. The cumulative cash recovered was
approximately HK$540.6 million. The effective cash
recovery rate was approximately 2.0%. As at 31 December
2008, the carrying value of the outstanding debts in the
Huarong Portfolio was approximately HK$12.8 billion in
aggregate.
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BUSINESS REVIEW & PROSPECTS (Continued)

Financial Investments (Continued)

Distressed Assets Business (Continued)

The Huarong Portfolio (Continued)

After deducting operating expenses and management fee
payable to China Huarong, loss attributable to the Huarong
Portfolio for the period was less than HK$1.0 million and
was included in the share of results of jointly controlled
entities.

The Orient Portfolio

Profit contribution from the Orient Portfolio for the year
ended 31 December 2008 was HK$33.9 million (2007:
HK$100.2 million). The decrease was due to and was
in line with the decrease in the amount of outstanding
distressed assets pending disposal. The cumulative cash
recovery of the Orient Portfolio was RMB633.4 million
(equivalent to HK$703.8 million), representing a recovery
rate of 2.97%.

During the year, the Group together with certain investors
had agreed to make investment in a second portfolio
of distressed assets owned by China Orient Asset
Management Corporation. The investment is conditional
upon approval being obtained from the relevant PRC
authorities. After netting off the cash recovered and
included in the second portfolio of distressed assets,
the acquisition cost of the second portfolio of distressed
assets will be RMB227.3 million (equivalent to HK$252.6
million). The Group’s participating interest in the second
portfolio of distressed assets is approximately 46%, or
equivalent to approximately HK$115.9 million.
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BUSINESS REVIEW & PROSPECTS (Continued)

Financial Investments (Continued)

Other Financial Investments (Continued)

Cinda International

During the year, the Group acquired 40,022,000 shares,
representing an equity interest of approximately 9.58%, in
Cinda International Holdings Limited (“Cinda International”)
(formerly known as Hantec Investment Holdings Limited).
Cinda International is an indirectly owned subsidiary of
China Cinda Asset Management Corporation (“China
Cinda”).
the Stock Exchange of Hong Kong Limited (the “Stock

Cinda International is a company listed on

Exchange”) which is engaged in the businesses of
leveraged foreign exchange trading services and securities
broking, commodities and future broking, corporate
financial advisory, asset management and individual
financial planning in Hong Kong.

In light of the strong background of China Cinda and with
its support, the Board believes that this would attract
investors and other financial institutions from both the PRC
and Hong Kong requiring financial services to subscribe
the services of Cinda International. For this reason, the
Board has confidence in the prospect and profitability of
Cinda International and also believes that the investment
will be capable of generating capital gain to the Group in
the future.

Closed-end Fund

During the year, the Group invested RMB56.0 million
(equivalent to HK$62.2 million) in D0 DO00O0O0O000O0O
O (“Bai Nian De Cheng”), which is a newly established
closed-end fund and is discretionary operated by a
professional fund manager, for the purpose of leveraging
the expertise of the fund manager. The fund will invest
principally in equity interests, loan capital and convertible
notes of target investees which have great potential for
separate listing.
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BUSINESS REVIEW & PROSPECTS (Continued) oooooboooo
Financial Investments (Continued) ooowoo
Other Financial Investments (Continued) ooooomoo
Others oo
During the year, the Group made certain strategic Jo0o00ooO0o0oodoooooogoon
investments directly and indirectly by investing, in certain Joooooooooobooooooon
PRC enterprises, which have the potential for separate J000O00oo0ooooobooooooon
listing. The business of these enterprises include, but 000000000 ooDooooooon
not limited to, power, banking, financial services and OO00O0D00D00OD0Oa0O0OD4a35,300,0000
information technology. The carrying value of these goooooooooo
investments amounted to approximately HK$435.3 million
in aggregate and comprises the following projects:
HK$ million
ooon
oooooooooo oopoooooooo 108.3
gbobooooooo oooooooooo 36.4
gooooobooooo ooooooboooooo 55.6
ooooooooooogoon oooDooooooooog
0000 (Note) oooDwooo 57.8
Bai Nian De Cheng gooad 62.2
Tongjitang ooo 48.8
Others oo 71.2
435.3
Note: It has decided to apply for a listing on the Shenzhen GEM oOopo 0ooooooooooooooooo
Board. It is under the guidance period and is expected gooooooobooboobobOO0oo0ooooo
to be amongst the first batch of companies listed on the goooobooobooboooobooooo
Shenzhen GEM Board. od
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GROWTH STRATEGIES

Following the decision of not to invest in infrastructure
projects through CIl as a platform, the Group has
fine-tuned its three core-businesses to be property
investments, industrial investments and financial
investments. The directors will allocate resources efficiently
to each individual core-business.

The global economic outlook will remain negative in 2009
and Hong Kong’s economy will be further impacted. The
Group will inevitably be affected by the overall investment
environment. Fortunately, the China’s economy is the least
affected by this recent financial crisis and is expected to
be one of the countries amongst the first few to recover
very soon.

The Board has confidence in the Group’s sustainability
during the anticipated depressed economy in year ahead.

FINANCIAL REVIEW

Exchange Exposure

At the balance sheet date, the Group had a USD
denominated convertible note in the amount of USD52.5
million (equivalent to HK$409.5 million). This convertible
note has been early redeemed in full after the balance
sheet date at a 5% discounted price. The Group does not
have material USD denominated assets and liabilities as at
the date of this report. In this regard, exchange exposure
in respect of USD is limited.

Except for the above, the Group’s principal assets,
liabilities, revenue and payments are denominated in HKD
and RMB. The RMB exchange rate has been appreciating
continuously in the past few years and became stabilized
in 2008. The directors expect that the RMB exchange rate
will fluctuate slightly at the current level and the exchange
exposure in respect of RMB will not have material adverse
effect on the Group’s results. In addition, the directors do
not anticipate that there is any material exchange exposure
in respect of other currencies.
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FINANCIAL REVIEW (Continued)
Working Capital & Borrowings

The Group’s total borrowings excluding the convertible
note at the balance sheet date amounted to HK$385.1
million of which HK$336.8 million was short-term bank
loan. The remaining was long-term bank loan. Over 90% of
the short-term bank loan was represented by the working
capital loan utilized by Beijing East Gate and United East
Petrochemical and the remaining were the current portion
of long-term mortgage loan and bank loan.

Interest rate for the bank loans was charged at fixed rate
ranging from 6.2% to 7.47% per annum and floating rate
with reference to the interest rate quoted by the People’s
Bank of China. The interest rate for the mortgage loan
was charged at floating rate and the prevailing applicable
interest rate was ranging from 2.3% to 2.625% per
annum. After the balance sheet date, the Group has early
redeemed the convertible note in March 2009.

The cash and bank balances at the balance sheet date
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FINANCIAL REVIEW (Continued)
Working Capital & Borrowings (Continued)

Cash and bank balances as at 31 December 2008
decreased significantly. It was mainly attributable to
the payment of dividend as to HK$145.7 million and the
payment of HK$222.2 million funding to Cinda Jianrun
during the year.

As at the balance sheet date, short-term liabilities
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FINANCIAL REVIEW (Continued)
Human Resources

As at 31 December 2008, the Group employed
approximately 1,620 (2007: 1,400) employees in Hong
Kong and in the PRC. The Group offers its employees
competitive remuneration packages, which are consistent
with the prevailing market practice. The Group’s
remuneration policies remain unchanged during the current
year. Total staff costs for the current year increased by
20% to HK$87.0 million (2007: HK$72.2 million). The
increase in both the number of employees and the staff
costs was due to the acquisition of the petrochemical
projects during the year.

Appreciation

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

By order of the Board of
Silver Grant International Industries Limited

Gao Jian Min
Managing Director

Hong Kong, 22 April, 2009

ooowoo

gooo

000000000000O00000O00
0000000 1,6200000001,4000
000D000000D0000000000
0000000000000000000
0000000000000000000
0O O O20%0 87,000,0000 DO OO DO
0072,2000000 0000000000
000000000000 0000000
oooo

g
goooooooooboboooooon

goooooooooboooobobooboon
gooooooboooobooobo

gooog
goooooobooo

ooooo
goo

goobooooboooboo



Annual Report 2008 0O 0O

PROFILE OF DIRECTORS U OO O O

Executive Directors
Gao Jian Min Managing Director

Mr. Gao, aged 49, was appointed as an executive director
and served as the Managing Director of the Company on
22 June 1998. He is also appointed as directors of various
companies of the Group. Mr. Gao is also an executive
director of Jiangxi Copper Co., Ltd (Stock Code: 358) and
Qingling Motors. Co. Ltd. (Stock Code: 1122), the H shares
of both companies are listed on the Stock Exchange.
Mr. Gao graduated from the Qing Hua University with a
Bachelor Degree in engineering. He has over 20 years of
experience in finance, industrial investment and property
investment and development.

Liu Tianni Deputy Managing Director

Mr. Liu, aged 45, was appointed as an executive director
of the Company on 26 May 2001. Mr. Liu is the Deputy
Managing Director of the Company. Mr. Liu is also a
director of various companies of the Group. He graduated
from the Beijing Normal University with a Master Degree in
Science. He has over 15 years of experience in corporate
administration and trading businesses.

Gu Jianguo

Mr. Gu, aged 46, was appointed as an executive director
of the Company on 25 May 1999. Mr. Gu is currently a
director and general manager of Well Kent International
Holdings Company Limited (“Well Kent”). He is also an
executive director of Cinda International Holdings Limited
(“Cinda International”) (Stock code: 111), whose shares are
listed on the Stock Exchange. Mr. Gu obtained a Master
Degree in 1991 and a Ph. D Degree in 1994. He has over
20 years of experience in commercial and investment
banking, business management and financial accounting
and management.
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Executive Directors (Continued)
Tang Baoqi

Mr. Tang, aged 49, was appointed as an executive director
of the Company on 14 March 2008. Mr. Tang is a Senior
Economist. He obtained his Bachelor Degree in Economics
from the Hubei School of Finance and Economics in
1983. From 1983 to 1999, he worked in the head quarter
of China Construction Bank and was responsible for
credit administration. From 1999 to 2000, he worked
in China Cinda Asset Management Corporation (“China
Cinda”), a substantial shareholder of the Company and
was responsible for the management of debt assets. At
present, Mr. Tang is the Financial Controller of Well Kent
which is a wholly owned subsidiary of China Cinda and is
in charge of the management of debt assets and financial
management. Mr. Tang has over 13 years of experience in
banking and finance.

Chow Kwok Wai

Mr. Chow, aged 42, is one of the Deputy General
Managers and is the Qualified Accountant of the
Company. He is responsible for the finance and
accounting matters of the Group. Mr. Chow joined the
Company in October 1993 and was appointed as an
executive director of the Company on 20 April 2004. Mr.
Chow has worked in Price Waterhouse, which is now
known as PriceWaterhouseCoopers and has accumulated
valuable audit experience there. Mr. Chow received his
Bachelor Degree in Social Sciences from the University
of Hong Kong in 1990. Mr. Chow is a Fellow Member of
the Association of Chartered Certified Accountants and a
Fellow CPA of the Hong Kong Institute of Certified Public
Accountants. Mr. Chow has over 15 years of experience in
accounting, financial management and corporate finance.
Mr. Chow is also an independent non-executive director
of Lijun International Pharmaceutical (Holding) Co., Ltd.
(Stock Code: 2005) which H shares are listed on the Stock
Exchange. He is also a non-executive director of Cinda
International (Stock code: 111), whose shares are listed on
the Stock Exchange.
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Non-executive Directors
Chen Xiaozhou Chairman

Mr. Chen, aged 47, was appointed as an executive
director and was elected the Chairman of the Board on 13
February 2006. He was redesignated as a non-executive
director on 1 September 2006. Mr. Chen is currently
the Chairman of Well Kent. He is also the Chairman and
executive director of Cinda International (Stock Code: 111),
whose shares are listed on the Stock Exchange and a non-
executive director of China National Materials Company
Limited (Stock Code: 1893), the H-shares of which are
listed on the Stock Exchange. Mr. Chen obtained a Master
Degree in Economics from the Research Institute of the
People’s Bank of China in 1988 and obtained a Master
Degree in Commerce from the University of New South
Wales, Australia in 2003. Mr. Chen has over 18 years of
experience in the banking and finance industry.

Hui Xiao Bing Vice-chairman

Mr. Hui, aged 55, was appointed as an executive director
of the Company and Vice-chairman of the Board on 22
June 1993. He was redesignated as a non-executive
director of the Company on 1 September, 2006. Mr.
Hui was the ex-Deputy Managing Director of China
Everbright Financial Holdings Limited. Mr. Hui was also
the ex-president of China Construction Bank, Shenzhen
Branch. He previously worked for the Research Centre for
Economic Development of the State Council of the PRC
and China Investment Consultancy Company. He has over
20 years of experience in banking and finance. Mr. Hui
graduated from the Inner Mongolia Industrial University
with a Bachelor Degree in Engineering.

Yuen Wing Shing

Mr. Yuen, aged 62, was appointed as an executive director
of the Company on 22 June 1993 and was redesignated as
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Independent Non-executive Directors
Kang Dian

Mr. Kang, aged 60, was appointed as an independent non-
executive director of the Company on 8 May 1998. He is
presently a director of Springridge Investment Management
Limited, which is principally engaged in the provision of
consulting and management services and is the Chairman
of the Supervisory Board of Shenzhen Development Bank
Company Limited. Mr. Kang graduated from the University
of Science & Technology Beijing in the PRC, with a
Bachelor Degree majoring in Engineering in 1982. In 1984,
he graduated from the Graduate School of The Chinese
Academy of Social Sciences in the PRC and obtained a
Master Degree in Economics. Mr. Kang was the director
and Vice President of Guangdong Enterprises (Holdings)
Limited, a holding company of a conglomerate group, from
1994 to 2000. From 1990 to 1994, Mr. Kang was the Vice
President of China National Packaging Company. From
1987 to 1990, Mr. Kang was the Vice President of China
Agribusiness Trust & Investment Corporation.

Zhang Lu

Mr. Zhang, aged 56, was appointed as an independent
non-executive director of the Company on 4 May 2000. Mr.
Zhang was the ex-executive Vice President and Treasurer
of Citic Ka Wah Bank Limited and was responsible for both
the Treasury and International Business. He previously
worked for Bank of China, Beijing and Citic Industrial
Bank, Beiing. Mr. Zhang graduated from the Szechuan
Institute of Foreign Languages. He has engaged in the
banking business for over 30 years.

Hung Muk Ming

Mr. Hung, aged 44, was appointed as an independent
non-executive director of the Company on 23 December
2004. Mr. Hung is a Certified Public Accountant
(Practicing) and is a Fellow CPA of the Hong Kong
Institute of Certified Public Accountants. He is also a
Fellow Member of the Association of Chartered Certified
Accountants, a member of the Hong Kong Institute of
Directors and an associate of The Hong Kong Institute
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Kwok Chung Lun

Mr. Kwok, aged 54, joined the Company in July 1995.
Mr Kwok is the Managing Director of Beijing East Gate
Development Co., Ltd. (“Beijing East Gate”), which is
a wholly owned subsidiary of the Company. Mr. Kwok
pursued study in the People’s University. Mr. Kwok has
over 20 years of experience in property investment and
development.

Zhang Shuhua

Miss Zhang, aged 55, is the Deputy Managing Director of
Beijing East Gate. Miss Zhang pursued study in the Beijing
Radio and Television University. Miss Zhang has over 20
years of experience in finance and accounting.
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Corporate Governance Practices

The Company is committed to maintaining and ensuring a
standard of corporate governance that is consistent with
market practices. The Company has applied the principles
and complied with all the applicable code provisions of
the Code on Corporate Governance Practices (“Code”) as
set out in Appendix 14 of the Rules Governing the Listing
of Securities (“Listing Rules”) on Stock Exchange for the
year ended 31 December 2008 except for Code provision
E.1.2. Code provision E.1.2 stipulates that the Chairman
of the board should attend the annual general meeting.
The Chairman of the board was out of town and did not
attend the annual general meeting of the Company held
on 23 May 2008. The Chairman will endeavor to attend
all future annual general meetings of the Company unless
unexpected or special circumstances preventing him from
doing so.

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

The following summarizes the Company’s key corporate
governance practices.

Board of Directors

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

The Board considers that each independent non-executive
director is independent in character and judgment and
that they all meet the specific independence criteria as
required by the Listing Rules. The Company has received
from each independent non-executive director an annual
confirmation of his independence pursuant to Rule 3.13
of the Listing Rules. In addition, the independent non-
executive directors are explicitly identified in all corporate
communications.

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

The full board will meet regularly and at least four times
throughout a year to review the overall strategy and to
monitor the operation as well as the financial performance
of the Group. Notice of at least 14 days will be given to all
directors for all full board meetings and the directors can
include matters for discussion in the agenda if necessary.
Agenda and the accompanying board papers in respect
of full board meetings are sent out in full to all directors
no less than three days before the meeting. Minutes of
full board meetings and meetings of board committee
are properly kept and all directors have access to board
papers and the related materials.
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Board of Directors (Continued) O00ooo
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During 2008, four full board meetings were held and the
attendance of each director is set out below:
Attendance rate

Name of director Number of meetings attended

oooo oooooog ooo
Chen Xiaozhou 3 out of 4 75%
ooo ooooooo
Hui Xiao Bing 3 out of 4 75%
ooo ooooooo
Gao Jian Min 4 out of 4 100%
ooo ooooooo
Liu Tianni 3 out of 4 75%
ooo ooooooo
Gu Jianguo 4 out of 4 100%
oono ooooooo
Tang Baoqi 4 out of 4 100%
ooo ooooooo
Chen Yongcun (Note) N/A N/A
oowooo 00O ooo
Yuen Wing Shing 3 out of 4 75%
ooo ooooooo
Chow Kwok Wai 4 out of 4 100%
ooo ooooooo
Kang Dian 3 out of 4 75%
oo ooooooo
Zhang Lu 4 out of 4 100%
oo ooooooo
Hung Muk Ming 4 out of 4 100%
ooo ooooooo

Note: Mr. Chen Yongcun was resigned on 27 February 2008.
There was no full board meeting held up to Mr. Chen’s

date of resignation.
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Audit Committee (Continued)

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

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

The Group’s annual results for the year ended 31
December, 2008 have been reviewed by the Audit
Committee.

The Audit Committee together with the Board has reviewed
the internal control system of the Group and were satisfied
that it is operating effectively and is appropriate for the
Group for the time being.

During the year, two Audit Committee meetings were held
and the attendance of each member is set out below:

Name of director

Number of meetings attended
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Remuneration Committee

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



Annual Report 2008 0O 0O

CORPORATE GOVERNANCE REPORT U L OO U

Remuneration Committee (Continued) Oo000oo

2. Incentive bonus 0.

Incentive bonus is linked to individual and corporate
performance. The incentive bonus for each employee
is determined with reference to his position and his
performance during the year.

3 Share option O.

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

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

4. Other benefits 0.

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

gobood

gboooboooooobooooooo
goooboooooooobbog
goboooobooooboooo

ooo

gbooocoooboboood
gooboboboooooooobbod
goboooobooooboboon

gooobobooobogoooonog
gooboboooooooobboog
gooo

gooo

goooobobooooooobboo
000000000000,/ 0000
gooobbooooooobbog
gobooobooobooobo

The remuneration committee meets regularly to review the Jdoo0oooOooooooooooon
Company’s human resources matters and remuneration Jo0o0o0o0oooooOooooogoon
policies. During the year, two Remuneration Committee 0go0ooooooooooooooon

meetings were held and the attendance of each member
is set out below:

Name of director Number of meetings attended Attendance rate
oooo oooooo ooo
Kang Dian 2 out of 2 100%
0o ooooooo

Zhang Lu 2 out of 2 100%
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Remuneration Committee (Continued)

The Remuneration Committee has reviewed and approved
the annual salary adjustments for the year 2009 and
the payment of discretional performance bonus and
director fees for the year ended 31 December 2008 after
taking into consideration the results of the Group, the
performance of the directors, the senior management and
the employees and the prevailing market practices.

No director has ever forfeited any director fee during the
year.

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

Nomination of directors

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

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

On 27 February 2008, Mr. Chen Yongcun resigned as
director of the Company due to personal commitments.
Mr. Tang Baoqi was nominated and appointed by the
Board as an executive director of the Company on 14
March 2008.

Auditor’'s Remuneration

The Group’s consolidated financial statements for the year
ended 31 December 2008 were audited by Deloitte Touche
Tohmatsu (“Deloitte”) at a total fees of approximately
HK$2.2 million. The said audit fee was approved by the
Audit Committee and endorsed by the Board. In addition,
the Group also paid fees of not more than HK$0.2 million
in aggregate to Deloitte Touche Tohmatsu for the provision
of taxation services during the year 2008.
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Auditors’ Remuneration (Continued)

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

Directors’ Responsibility Statement

The directors are responsible for the preparation of the
financial statements for each financial period, which
give a true and fair view of the state of the affairs of the
Group and of the results and cash flow for that period.
In preparing the financial statements for the year ended
31 December 2008, the directors have selected suitable
accounting policies and applied them consistently;
adopted appropriate Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards;
made adjustments and estimates that are prudent and
reasonable; and have prepared the consolidated financial
statements on the going concern basis. Up to the date
of this report, the directors are not aware of any material
uncertainties that will seriously affect the going concern
assumption of the Group.

The directors are also responsible for keeping proper
accounting records, which disclose with reasonable
accuracy at any time the financial position of the Company.
The directors also have general responsibilities for setting
up an appropriate internal control system, which is mainly
to safeguard the assets of the Group and to prevent and
detect fraud and other irregularities. The directors have
reviewed the internal control system of the Group and are
satisfied that the internal control system of the Group is
functioning properly.
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Communication with Shareholders

The Company endeavours to maintain a high level of
transparency in communicating with shareholders and
investors at large. In order to enhance the transparency
of shareholders’ voting in general meeting, separate
resolutions are proposed at general meeting on each
substantially separate issue, including the election of
individual director and those resolutions were voted on by
poll. The Company will engage external scrutineer to count
the vote. The poll voting results will be published on the
Stock Exchange’s website and on the Company’s website
on the next following business day. In addition, procedures
for demanding a voting by poll are laid down in the circular
or annual report to be despatched to shareholders.
Moreover, at general meeting but before voting, the
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The Board present their annual report and the audited
consolidated financial statements for the year ended 31
December 2008.

Principal Activities

The Company is an investment holding company and
engaged in property investment and securities trading.
The Company and its subsidiaries are principally
engaged in property investment, other investments,
distressed assets business and production and trading of
petrochemical products. Details of the principal activities
of the Company’s subsidiaries and the Group’s associates,
jointly controlled entities are set out in note 60 and details
of principal activities of the special purpose vehicle which
hold the Group’s investment in distressed assets are set
out in note 61 to the consolidated financial statements.

Results and Appropriations

The results of the Group and appropriations of the
Company for the year ended 31 December 2008 are set
out in the consolidated income statement on page 50.

The Board recommend the payment of a final dividend of
HK$0.09 per share to the shareholders on the register of
members on 3 June 2009, amounting to approximately
HK$163,864,000.

Fixed Assets

The Group’s leasehold land and buildings were revalued
at 31 December 2008. Net deficit on revaluation of the
leasehold land and buildings amounted to approximately
HK$12,134,000 of which an amount of approximately
HK$19,141,000 has been charged to the consolidated
income statement as revaluation deficit and an amount
of approximately HK$7,007,000 has been credited to the
asset revaluation reserve.
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Fixed Assets (Continued)

During the year, the Group and the Company revalued all
of its investment properties at 31 December 2008. The
net decrease in fair value of investment properties, which
has been debited directly to the consolidated income
statement, amounted to approximately HK$20,130,000 .

Details of the valuation and movements of the investment
properties and property, plant and equipment of the
Group and of the Company during the year are set out in
notes 15 and 16 to the consolidated financial statements
respectively.

Details of the major investment properties of the Group
at 31 December 2008 are set out in the section under
“Summary of Investment Properties” of this Annual Report.

Share Capital

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

Distributable Reserves of the Company

The Company’s reserves available for distribution to
shareholders as at 31 December 2008 comprised the
retained profits of approximately HK$350,429,000 .

Directors

The directors of the Company during the year and up to
the date of this report were:

Executive directors

Gao Jian Min (Managing Director)

Liu Tianni (Deputy Managing Director)

Gu Jianguo

Chen Yongcun  (resigned on 27 February 2008)
Tang Baoqi (appointed on 14 March 2008)
Chow Kwok Wai
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Directors (Continued)
Non-executive directors

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

Independent non-executive directors

Kang Dian
Zhang Lu
Hung Muk Ming

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

In accordance with the provisions of the Company’s
Articles of Association, Messrs. Chen Xiaozhou, Liu Tianni,
Chow Kwok Wai and Zhang Lu retire at the forthcoming
annual general meeting, and they, being eligible, offer
themselves for re-election. The remaining directors shall
remain in office.

Directors’ Service Contracts

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

As at 31 December 2008, none of the directors and the
chief executive of the Company nor any of its associates
had any interests or short positions in any shares,
underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO”)
as recorded in the register as required to be kept by the
Company under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers. None of the directors or their spouses
or children under the age of 18, had been granted any
right to subscribe for the equity or debt securities of the
Company or any of its associated corporation, or had
exercised any such right during the year.

Share Options

Details of the share option scheme adopted by the
Company on 27 May 2002 (the “Option Scheme”) are set
out in note 56 to the consolidated financial statements.

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

Arrangements to Purchase Shares or Debentures

At no time during the year was the Company or any of its
subsidiaries, a party to any arrangements to enable the
directors of the Company to acquire benefits by means of
the acquisition of shares in, or debenture of, the Company
or any other body corporate, and neither the directors
nor the chief executive nor any of their spouse or children
under the age of 18, had any right to subscribe for the
securities of the Company, or had exercised any such
right.
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Directors’ Interests in Contracts of Significance

Other than as disclosed in the section headed “Connected
Transaction” below, no contracts of significance to which
the Company or its subsidiaries was a party and in which
a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at
any time during the year.

Substantial Shareholders

As at 31 December 2008, persons other than a director
or chief executive of the Company having interest in
5% or more of the issued share capital of the Company
as recorded in the register required to be kept by the
Company under Section 336 of SFO were as follows:

Long positions in shares and underlying shares of the
Company as at 31 December 2008 are set out below:
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Percentage
Name of Number of of the issued
substantial ordinary Underlying share capital
shareholder Capacity shares shares Total interests 0000000
oopoooo oo goooooo oooo oooo oooo
Silver Grant Beneficial owner 163,586,022 - 153,586,022 8.44%
Group Limited 00000 (note i)
0ooooooo (i)
China Cinda Interest of controlled corporation 402,064,000 — 402,064,000 22.08%
Asset goooooo (note i)
Management (0 071)
Corporation
oooooooo
oo
Citigroup Inc. 6,068,000 shares as interest of 42,102,230 138,813,559 180,915,789 9.94%
controlled corporation, 36,034,230 (note iii)
shares as approved lending agent a o i)

and 138,813,559 underlying shares as
interest of controlled corporation
6,068,0000 000000000
36,034,2300 000000000
138,813,5590 00000000000
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Substantial Shareholders (Continued)

Notes:

(i)

(i)

(iii)

Messrs. Gao Jian Min and Liu Tianni, both of whom are
directors of the Company, each has a 30% interest in Silver
Grant Group Limited as at 31 December 2008.

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

ooowoo

ooo

(i) goobOooobooooooobogooo
gobooooooooobooobbogooo
ooooooooOoso%»oon

(if) goooOoooooooboooobooooo
oooooooo

Total interest in shares

gooooo
Name of Name of Percentage Direct Indirect
controlled corporation controlling shareholder of control interest interest
oooooo gooogo gooogd gooo oooo
Well Kent International China Cinda Asset 100% — 402,064,000
Investment Company Management Corporation
Limited gooooooooo
goooobooobooo
Catic Limited Well Kent International 100% 2,064,000 —
Investment Company
Limited

oooooooooo

Regent Star International Well Kent International
Limited Investment Company
gooooooo Limited

oooooooooo

This represents the interest in convertible note in the
principal amount of USD52,500,000 pursuant to which a
total number of 138,813,559 new shares will be issued
upon full exercise of the conversion rights attaching thereto
at the initial conversion price of HK$2.95 per share.

Other than as disclosed above, the register required to
be kept under Section 336 of the SFO showed that the
Company had not been notified of any other interest or

short position in the shares and underlying shares of the
Company as at 31 December 2008.

100% 400,000,000 -

(i) OOODOOOs25000000 000000
gooooooooOooo29500000
goooooooooooooobooooo
ooo0oOooo00O0138,813,55900000
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Appointment of Independent Non-executive
Directors

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

Connected Transaction

A service agreement dated 28 December 2004 was
entered into between Mr. Gao Jian Min (“Mr. Gao”) and
the Company. Pursuant to the terms and conditions set
out therein, the Company agreed to employ and Mr. Gao
agreed to serve the Company as a Managing Director by
providing the Company with the services as described in
the service agreement for a term of three years from 28
December 2004 to 27 December 2007, which term shall
continue thereafter until determined by either party giving
to the other not less than 3-months prior written notice.

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

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

Emolument Policy

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

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

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 56 to the consolidated financial
statements.
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Annual General Meeting

The annual general meeting of the Company will be held
at Concord Room lll, 8th Floor, Renaissance Harbour View
Hotel Hong Kong, 1 Harbour Road, Wanchai, Hong Kong
on Wednesday, 3 June 2009 at 10:00 a.m..

Sufficiency of Public Float

Based on the information that is publicly available to
the Company and within the knowledge of its directors,
during the year and up to the date of this report, there
is sufficient public float, as not less than 25% of the
Company’s issued shares as required under the Listing
Rules.

Major Customers and Suppliers

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

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

The register of members will be closed from Friday, 29 May
2009 to Wednesday, 3 June 2009, both days inclusive,
during which period no transfers of shares of the company
will be effected. In order to qualify for the proposed final
dividend and to determine the identity of the shareholders
who are entitled to attend and vote at the forthcoming
annual general meeting, all duly completed transfer form
accompanied by the relevant share certificates must be
lodged with the share registrar of the Company, Tricor
Secretaries Limited, at 26th Floor, Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong not later than
4:30 p.m. on Wednesday, 27 May 2009.

Post Balance Sheet Events
Details of significant events occurring after the balance
sheet date are set out in note 59 to the consolidated

financial statements.

Financial Assistance Given to Affiliated Companies
Amounting to More Than 8% of the Assets Ratio

As at 31 December 2008, the aggregate amount of
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Financial Assistance Given to Affiliated Companies
Amounting to More Than 8% of the Assets Ratio
(Continued)

The combined balance sheet of the affiliated companies
as at 31 December 2008 which includes the assets and
liabilities of OO0 DODO0OO0OOOOOOOOO and Beijing
East Bay Investment Consultants Limited is as follows:

gbooobooooobooooooo
0o 8w oo

gooooooooobobooooooon
goboooooooooboooogoo
goooooooooboboooooon
gooooooooooo:

HK$’000

ooo

Non-current assets oOoooa 1,356
Current assets good 1,341,994
Current liabilities oooo (1,216,416)
Shareholder’s fund ooog 126,934
Equity attributable to equity holders of the associates ooooooooooooo 126,934

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

Auditor

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

By order of the Board
Chen Xiao Zhou
Chairman

Hong Kong, 22 April 2009
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eloitte.
=E)

To the members of
Silver Grant International Industries Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements
of Silver Grant International Industries Limited (the
“Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 50 to 176, which
comprise the consolidated and the Company’s balance
sheets as at 31 December 2008, and the consolidated
income statement, the consolidated statement of changes
in equity and the consolidated cash flow statement for the
year then ended, and a summary of significant accounting
policies and other explanatory notes.

Directors’ Responsibility for the Consolidated
Financial Statements

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements in accordance with
Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the Hong Kong Companies Ordinance.
The responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and
the true and fair presentation of the consolidated financial
statements that are free from material misstatement,
whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.
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Auditor’s Responsibility

Qur responsibility is to express an opinion on these
consolidated financial statements based on our audit
and to report our opinion solely to you, as a body, in
accordance with section 141 of the Hong Kong Companies
Ordinance and for no other purpose. We do not assume
responsibility toward or accept liability to any other person
for the contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued
by the HKICPA. Those standards require that we comply
with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the
consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of
the of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the
entity’s preparation and true and fair presentation of the
consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by the directors of the Company, as well
as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion

In our opinion the consolidated financial statements give
a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2008 and of the
Group’s profit and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance
with the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
22, April 2009
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For the year ended 31 December 2008
oooooooooooonononn

2007
ooood
Notes HK$’000
oo ooo
Sales of properties oooo 6 — 148,600
Property management fee income ooooooaog 6 147,068 105,226
Rental income oooao 6 54,431 67,387
Sales of petrochemical products oooooooag 6 45,662 —
247,161 321,213
Cost of sales oooo (147,938) (220,251)
99,223 100,962
Interest income from interest in Ooooooooon
distressed assets 6 — 18,307
Income from investment in distressed D0 O000O00O0O0O0OO0O
assets through establishment of a ooooooo
special purpose vehicle 6 39,993 100,220
Dividend income from listed oooooooo
securities 6 1,132 —
Other income, gains and losses Jooooooooag 7 195,545 249,502
Change in fair value of held-for- ooooDoDooooog
trading investments (35,351) (4,401)
Administrative expenses ooodad (117,776) (119,729)
Gain on disposal of available-for-sale O OOO0OOOOOOO
investments — 38,643
(Revaluation deficit) reversal of 000MO0dOomo
revaluation deficit of leasehold oooo
properties 16 (19,141) 8,121
Change in fair value of investment ooooooooo
properties 15 (20,130) (44,254)
(Loss) gain on convertible note doooooooooog
classified as liabilities at fair value goooooooo
through profit or loss oo0ommo 42 (6,289) 19,376
Change in fair value of structured oooooooooon
finance securities ogd 1,715 (10,294)
Impairment loss on interest in oooooooooag
distressed assets 29 — (80,248)
Impairment loss on goodwill ooooodo 18 — (26,524)
Impairment loss on available-for-sale OOO0O0O0OO0OO0O
investments (25,390) =
Impairment loss on deposits, oooooooooooao
prepayments and other receivables gooad 34 (21,115) —
Finance costs oooo 8 (25,520) (839,121)
Gain on disposal of subsidiaries ooooooooao 51 — 48,499
Share of results of associates ooooooog 22,472 48,786
Share of results of jointly controlled oooooooooag
entities (2,426) (19,073)
Profit before taxation ooood 86,942 288,772
Taxation (charge) credit oMmoomad 11 (5,190) 35,059
Profit for the year oooo 12 81,752 323,831
Attributable to: ooao
Equity holders of the Company oooooooo 87,057 322,869
Minority interests oooooao (5,305) 962
81,752 323,831
Earnings per share (in HK dollar) oo0Dmooooood 13
— Basic — oo 0.048 0477
— Diluted — oo — 0.158
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As at 31 December 2008

oooooooooonno
The Group The Company
oono ooad
2008 2007 2008 2007
ooooo goooo goooo gooooo
M HK$’000 HK$’000 HK$°000 HK$’000
oo ooo ooo ooo ooo
ASSETS oo
Non-current assets gooooog
Investment properties oooo 15 2,188,262 2,126,216 16,798 16,745
Property, plant and equipment 0oooooon 16 462,444 156,346 65,674 69,483
Land use rights ooooo 17 26,842 — — —
Goodwill oo 18 11,392 7,001 — -
Interest in subsidiaries oooooo 19 — - 965,930 56,011
Interest in associates oooooo 20 783,991 1,110,780 20,000 20,000
Interest in jointly controlled entities ooooooono 21 66,717 13,587 12,973 13,587
Structured finance securities oo0oO0OO 24 12,216 12,046 12,216 12,046
Available-for-sale investments gooooa 25 314,019 167,755 2,140 2,140
Investment in distressed assets through 0000000000
establishment of a special purpose gooooa
vehicle 30 — 9,745 — —
Deposit paid for establishment ofan 000000 O0O0O00OO
associate 26 — 64,171 — —
Other asset oooo 28 — 1,371 — —
3,865,883 3,669,018 1,095,731 190,012
Current assets oooao
Inventories, at cost 00 —0o0o0no 31 66,597 183 — —
Investment in distressed assets through 0000000000
establishment of a special purpose gooooao
vehicle 30 148,247 97,446 — —
Held-for-trading investments ooooono 32 70,027 63,130 15,368 61,918
Trade receivables oooo 33 11,794 4,897 — -
Deposits, prepayments and other oooooooooooo
receivables 34 207,323 302,262 166,963 167,066
Amounts due from subsidiaries ooooooo 19 — — 2,300,536 2,958,547
Amounts due from associates ooooooo 22 982,626 781,802 — 87,000
Amount due from a jointly ooooooooooa
controlled entity 23 63,074 122,630 63,074 122,630
Loan receivables gooo 27 79,790 — — —
Available-for-sale investments gooooa 25 121,277 — 63,500 —
Tax recoverable ooooo 1,128 — — —
Restricted bank balance gooooa 35 — 163,677 — —
Bank balances and cash ooDoooo 36 792,376 1,171,064 40,503 356,733
2,544,259 2,707,091 2,649,944 3,753,894
Assets classified as held-for-sale ooooooooo 37 — 5,000 — —
2,544,259 2,712,091 2,649,944 3,753,894
TOTAL ASSETS oooo 6,410,142 6,381,109 3,745,675 3,943,906
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As at 31 December 2008

oooooooooonno
The Group The Company
oono ooad
2008 2007 2008 2007
ooooo goooo goooo gooooo
M HK$’000 HK$’000 HK$°000 HK$’000
oo ooo ooo ooo ooo
EQUITY oo
Capital and reserves ooooo
Share capital oo 39 364,142 364,142 364,142 364,142
Reserves oo 4,505,489 4,641,885 2,575,355 2,642,423
Equity attributable to equity holders of 000000000000
the Company 4,869,631 5,006,027 2,939,497 3,006,565
Minority interests gooooo 202,420 12,658 — —
Total equity oooo 5,072,051 5,018,685 2,939,497 3,006,565
LIABILITIES oo
Non-current liabilities ooooo
Borrowings oo 41 48,260 4,600 3,450 4,600
Convertible note goooo 42 — 382,736 — 382,736
Deferred tax liabilities oooooo 43 87,954 91,928 3,951 4,737
136,214 479,264 7,401 392,073
Current liabilities oooo
Trade payables oood 44 113,833 76,725 — —
Accrued charges, rental depositsand 0000000000
other payables ooooo 45 207,741 177,850 9,279 19,399
Amounts due to associates oooooog 46 13,500 162,002 13,500 -
Amounts due to subsidiaries o0o0oodono 48 — — 385,823 524,719
Amount due to holding company ofa OO0O000O00000OOO
shareholder 47 — 96,676 — —
Borrowings oo 41 336,839 233,278 1,150 1,150
Convertible note ooooo 42 389,025 - 389,025 —
Taxation payable oooo 140,939 136,629 — -
1,201,877 883,160 798,777 545,268
Total liabilities oooo 1,338,091 1,362,424 806,178 937,341
TOTAL EQUITY AND LIABILITIES ooooooon 6,410,142 6,381,109 3,745,675 3,943,906
Net current assets goooa 1,342,382 1,828,931 1,851,167 3,208,626
Total assets less current liabilities O0O0O0000000O0 5,208,265 5,497,949 2,946,898 3,398,638

The consolidated financial statements on pages 50 to 176
were approved and authorized for issue by the board of
directors on 22 April 2009 and are signed on its behalf by:

Chen Xiaozhou O OO

Director [J [J

gso0obDi1re0000D0OOOODOOO
goooOoOooooobobooooooon

gooooooooooooon

Gao Jian Min O OO

Director [J [J
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For the year ended 31 December 2008
oooooooooooooooon

Attributable to equity holders of the Company

000000000000
Asset Capital
Share Share  revaluation  redemption Other  Translation Retained Minority Total
capital premium reserve reserve reserve reserve profits Total interests equity
oo 0000 0O0DOOC  0ODOOO oooo oooo oooo 00 0ODCOoo 0ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oog oog oog oog oog oog oog oog oog oog
At 1 January 2007 0200701010 364,142 2177287 24,854 13,992 605 142,560 1,867,201 4,590,641 16,261 4,606,902
Exchange difference arising on 0oooooooo
translation of foreign operations oo = = = = = 86,133 = 86,133 162 86,285
Fair value change of available-for-sale 000000000
investments oo = = = = 112,683 = = 112,683 = 112,683
Gain on revaluation of leasehold pooooooo
properties - - 22,007 - - - - 22,007 - 22,007
Deferred tax fiability arising on 0oooooooo
revaluation of leasehold properties oooo - - 3,356) - - - - (3,356) - (3,356)
Share of reserve of associates gooooooo - - - - - 38,249 - 38,49 - 38,249
Share of reserve of a jointly controled 0000000000
entity 0o - - - - - 572 - 572 - 572
Net income recognised directly in 0ooooooooo
equity 0o - - 18,651 - 112,583 124,954 - 256,188 162 256,340
Profit for the year 0ooo - - - - - - 322,369 322,869 962 323,831
Transfer to profit or loss on disposal of 000000000
avalable-for-sale investments ooooo - - - - (26,518) - - (26,518) - (26,518)
Transfer to profit or loss on disposal of 000000000
subsidiaries ooo - - - - - (9,703) - (9,703) - (9,703)
Total recognised income and expenses 0000000000
for the year oo - - 18,651 - 86,065 115,251 322,869 542,836 1,114 543,950
Deemed acquisition of subsidiaries pooooooo
(note 50) ooogn = = = = = = - - 10,328 10,328
Disposal of subsidiaries (note 51) 00000waonsio - - - - - - - - (16,045) (15,045)
Dividend 00 - - - - - - (127,450) (127,450) - (127450)
At 31 December 2007 020070 120 310 364,142 2177287 43,505 13,992 86,670 257811 2,062,620 5,006,027 12,658 5,018,685
At 1 January 2008 0200801010 364,142 2177287 43,505 13,992 86,670 257811 2,062,620 5,006,027 12,658 5,018,685
Exchange difference arising on ooooooooo
translation of foreign operations oo - - - - - 58,815 - 58,816 (6,13) 52,702
Fair value change of available-for-sale 000000000
investments oo = = = = (11,455) = = (111,455) = (111,455)
Gain on revaluation of leasenold 00000000
properties - - 7,007 - - - - 7,007 - 7,007
Deferred tax liability arising on pooooooooo
revaluation of leasehold properties ooo - - (1,301) - - - - (1,301) - (1,301)
Share of reserve of associates pooooooo - - - - - (56,262) - 56,252) - 56,252)
Net income recognised directly in 0ooooooooo
equity 0o = = 5,106 - (111,455) 2,563 - (103,186) (6,113) (109,209)
Profit for the year 0ooo - - - - - - 87,067 87,057 (5,309) 81,752
Impairment loss on available-for-sale 00000000
investments - - - - 25,390 - - 25,390 - 25,390
Transfer on disposal of leasehold ooooooooo
properties - - (2154) - - - 2,154 - - -
Total recognised income and expenses 0000000000
for the year oo - - 3,552 - (86,065) 2,563 89,211 9,261 (11,418) (2,167)
Dividend 00 - - - - - - (145,657) (145,657) - (145,657)
Acquisition of subsidiaries (note 49) 00000Wwan490 = = - - - - - - 198,958 198,958
Incorporation of a non-wholly owned goooooooo
subsidiary nooo - - - - - - - - 2,222 2,022
At 31 December 2008 020080 120 310 364,142 2177287 47,057 13992 605 260,374 2,006,174 4,869,631 202,420 5,072,051
Note: ooo
Fair value change of available-for-sale investment measured at fair 0000000000000 oOooooooon
value is recognised directly in other reserve, until the available- ooDooO0oCcOODOO0OOO0oOobDOooOOoCcoOoDoOo
for-sale investment is derecognised and impaired, at which time 00000000 O00oO0O0ooooooooon
the cumulative gain or loss previously recognised in other reserve gopooooo

shall be recognised in profit or loss.
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CONSOLIDATED CASH FLOW STATEMENT D OO OO OO O

For the year ended 31 December 2008
oooooooooooooooo

2008 2007
ooood opoood
Notes HK$°000 HK$’000
oo ooo ooo
Operating cash flows before oooDoooboOoooog
movements in working capital oo 41,685 136,191
Decrease in interest in distressed oooDooooo
assets — 95,209
Decrease (increase) in inventories oo0Dmood 7,611 (11)
Decrease in stock of properties oooooo — 108,104
Increase in held-for-trading oopooooog
investments (6,897) (47,948)
Decrease (increase) in trade oooDoomoono
receivables 1,454 (1,469)
Decrease (increase) in deposits, 00odoooooooooo
prepayments and other receivables Mmooo 17,910 (44,824)
Decrease in restricted bank balance O00O0O00O00O0O 163,677 369,194
Increase (decrease) in trade payables 00000 MM OO0O 2,798 (11,170)
(Decrease) increase in amount due to DOOO0OOOOOOOOO
holding company of a shareholder ooomo (96,676) 81,385
Increase (decrease) in accrued 00ooooooooooo
charges, rental deposits and other goomood
payables 919 (59,700)
Cash generated from operations oooooood 132,481 624,961
Interest paid oooo (25,520) (39,121)
Tax paid oooo (9,319) (22,449)
Net cash from operating activities O0oooooooao 97,642 563,391




Silver Grant International Industries Limited 0000000000

CONSOLIDATED CASH FLOW STATEMENT D OO OO OO O

For the year ended 31 December 2008
oooooooooooooooo

2008 2007
ooood opoood
Notes HK$°000 HK$’000
oo ooo ooo
Investing activities oooo
Purchase of distressed assets oooDoDoDoooooo
through establishment of a special gooo
purpose vehicle — (321,701)
Receipt of income and principal oooooooooooon
repayment from recovery of ooooooooon
distressed assets purchased ooooooo
through establishment of a special
purpose vehicle — 314,730
Proceeds on disposal of investment OO0000O0OO00O0O0O
properties 1,061 167,917
Receipt of consideration receivable ooooooog
from disposal of investment oooo
properties 89,519 —
Purchase of property, plant and oooooooooag
equipment (61,979) (4,773)
Purchase of investment properties oooooo (1,202) (3,928)
Purchase of land use rights oooooog (797) —
Dividend received from associates oopoooood 318,600 2,000
Dividend received from listed ooobDOoDooo
securities 1,132 —
Interest received oooo 113,150 91,764
Deposit paid for establishment of an OO00O0O0O0O0OO0OO0OOOO0O
associate — (64,171)
Advance to associates ooooooog (198,804) (159,788)
Repayment from a jointly controlled oooooooooo
entity oo 59,556 135,781
Proceeds on disposal of property, oooooooooooag
plant and equipment oo 667 2583
Proceeds on disposal of assets oooooooooon
classified as held-for-sale 5,000 —
Proceeds on disposal of available- oooDoooooooog
for-sale investments 13,333 212,980
Purchase of available-for-sale oooooooo
investments (392,122) (5,348)
Receipt of principal repayment of dodOoO0oO0OOO0oooooo
structured finance securities 1,545 2,083
Proceeds on deregistration of an doooodoooooog
associate 44,445 =
Acquisition of investment in ajointly OO0OO0OOO0OO0OOOOOO0O
controlled entity (55,556) (42,781)
Deemed acquisition of subsidiaries oooooooag 50 — 5,989
Acquisition of subsidiaries oooooo 49 50,680 —
Increase in loan receivables oooooo (79,790) —
Disposal of subsidiaries jooooog 51 — (2,321)
Net cash (used in) from investing Oo00DMmOoOO0mooon
activities (91,562) 328,686
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CONSOLIDATED CASH FLOW STATEMENT D OO OO OO O

For the year ended 31 December 2008
oooooooooooooooo

2008 2007
ooood opoood
Notes HK$°000 HK$’000
oo ooo ooo
Financing activities oooo
Capital injection from minority goo0ooooo
shareholder 2,222 —
Repayment of loan from a ooooooooao
shareholder — (220,000)
Repayment of bank loans oooooo (228,926) (642,861)
Dividend paid oodo (145,657) (127,450)
Bank loans raised ooooodo 248,122 213,904
Repayment of (advance) from odMmomooooa
associates (264,630) 302,229
Net cash used in financing activities O0000000O00O (388,869) (474,178)
Net (decrease) increase incash and OO0O0OO0OOOMDOOO
cash equivalents ogooo (382,789) 417,899
Cash and cash equivalents at the ooooooooooo
beginning of the year 1,152,840 724,995
Effect of foreign currency rate oooooono
changes 22,325 9,946
Cash and cash equivalents at the oooDooooooono
end of the year 792,376 1,152,840
ANALYSIS OF THE BALANCES OF ooobOOobDOooood
CASH AND CASH EQUIVALENTS
Bank balances and cash ooooood 792,376 1,171,064
Bank overdrafts oooo — (18,224)
792,376 1,152,840
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1. General

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

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

The Company is an investment holding company
and is engaged in property investment and securities
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2.

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

In the current year, the Group has applied the
following amendments and interpretations (“New
HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), which are
or have become effective.

HKAS 39 & HKFRS 7 Reclassification of financial assets
(Amendments)
HK(IFRIC) — INT 11 HKFRS 2 — Group and treasury share

transactions

HK(IFRIC) — INT 12 Service concession arrangements

HK(IFRIC) — INT 14 HKAS 19 — The limit on a defined benefit
asset, minimum funding requirements
and their interaction

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

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

gooooooooobooooog
00

oooooboobooboobo
ooo0ooOnooooooDbOa
ooooooOoOnooooooooo
OdooooobooobDOoOon

oooooooseuon gooobooo
oooooobOovro
oooo
omooocoOobooo gooobooo
oo0o0—000110 020 —00
gooooo
o
oMmboooobooo oooobon
o00—000120
omooocoOobooo goooboo
000—000 140 190 — 000
gooooo
gboooo
oboooo

goooooooooooobobooo
ooooObObOOooooooobDboo
oooooOoooooooobobooo
ooooooooo

ooooobooooooooooboobooo
oooobooooboooboobo
oo



Silver Grant International Industries Limited OO 00000000

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DO OO O4U QOO

For the year ended 31 December 2008
oooooooooooooooon

2.

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

(Continued)

HKFRSs (Amendments)

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32 & 1
(Amendments)

HKAS 39 (Amendment)
HKFRS 1 & HKAS 27
(Amendments)
HKFRS 2 (Amendment)
HKFRS 3 (Revised)
HKFRS 7 (Amendments)
HKFRS 8
HK(IFRIC) — INT
9 & HKAS 39
(Amendments)
HK(IFRIC) — INT 13
HK(IFRIC) — INT 15
HK(IFRIC) — INT 16

HK(IFRIC) — INT 17

HK(IFRIC) — INT 18

Improvements to HKFRSS'
Presentation of financial statements®
Borrowing costs

Consolidated and separate financial
statements’

Puttable financial instruments and
obligations arising on liquidation®

Eligible hedged items®
Cost of an investment in a subsidiary,
jointly controlled entity or associate?

Vesting conditions and cancellations”
Business combinations®

Improving disclosures about financial
instruments”

Operating segments®

Embedded derivatives’

Customer loyalty programmes’

Agreements for the construction of real
estate’

Hedges of a net investment in a foreign
operation®

Distribution of non-cash assets to
owners®

Transfer of assets from customers’
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2.

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

Effective for annual periods beginning on or after 1
January 2009 except the amendments to HKFRS 5,
effective for annual periods beginning on or after 1
July 2009.

Effective for annual periods beginning on or after 1
January 2009.

Effective for annual periods beginning on or after 1
July 2009.

Effective for annual periods ending on or after 30
June 2009.

Effective for annual periods beginning on or after 1
July 2008.

Effective for annual periods beginning on or after 1
October 2008.

Effective for transfers on or after 1 July 2009.

The application of HKFRS 3 (Revised) may affect
the Group’s accounting for business combination for
which the acquisition date is on or after 1 January
2010. HKAS 27 (Revised) will affect the accounting
treatment for changes in the Group’s ownership
interest in a subsidiary. HKAS 23 (Revised) will affect
the accounting treatment for borrowing costs, which
eliminates the option to expense borrowing costs
in relation to acquisition of qualifying assets when
incurred. The directors of the Company anticipate
that the application of the other new and revised
standards, amendments or interpretations will have
no material impact on the results and the financial
position of the Group.

Significant accounting policies

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