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Notes to the Financial Statements

For the year ended 31 December 2000

N otes To The Financial Statements

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 (“SEHK”). Its ultimate holding company is China

Merchants Holdings Company Limited (“CMH”), a company

established in the People’s Republic of China (the “PRC”).

The Company acts as an investment holding company. The principal

activities of its subsidiaries, associates and jointly controlled entities

are set out in notes 42, 43 and 44 to the financial statements,

respectively.

2. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical

cost convention as modified for the revaluation of investment

property and investments in securities, and in accordance with

accounting principles generally accepted in Hong Kong. The

principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial

statements of the Company and its subsidiaries made up to 31

December each year.

The results of subsidiaries acquired or disposed of during the year

are included in the consolidated income statement from the effective

date of acquisit ion or up to the effective date of disposal, as

appropriate.

All significant intercompany transactions and balances within the

Group are eliminated on consolidation.

Subsidiaries

A subsidiary is an enterprise in which the Company, directly or

indirectly, holds more than half of the issued share capital, or

controls more than half of the voting power, or where the Company

controls the composition of its board of directors or equivalent

governing body.

42

43 44
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Subsidiaries – Continued

The results of the subsidiaries are accounted for by the Company

on the basis of dividend received and receivable during the year.

Investments in subsidiaries are included in the Company’s balance

sheet at  cost,  as reduced by any decl ine in the value of the

subsidiary that is other than temporary.

Associates

An associate is an enterprise over which the Group is in a position

to exercise significant influence, including participation in financial

and operating policy decisions.

The consolidated income statement includes the Group’s share of

the post-acquisition results of its associates for the year. In the

consolidated balance sheet, interests in associates are stated at

the Group’s share of the net assets of the associates.

When the Group transacts with its associates, unrealised profits

and losses are eliminated to the extent of the Group’s interest in

the relevant associates, except where unrealised losses provide

evidence of an impairment of the asset transferred.

The results of associates are accounted for by the Company on

the basis of dividends received and receivable during the year.

Investments in associates are included in the Company’s balance

sheet at  cost,  as reduced by any decl ine in the value of the

associate that is other than temporary.

Goodwill

Goodwill represents the excess of the purchase consideration over

the fair value ascribed to the Group’s share of the separable net

assets at the date of acquisition of a subsidiary and is written off

to reserves immediately on acquisition. Negative goodwill, which

represents the excess of the fair value ascribed to the Group’s

share of the separable net assets at the date of acquisition of a

subsidiary over the purchase consideration, is credited to reserves.
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Goodwill – Continued

Any premium or discount arising on the acquisition of interest in

associate and jointly controlled entity, representing the excess or

shortfall respectively of the purchase consideration over the fair

value ascribed to the Group’s share of the separable net assets of

the associate or jointly controlled entity at the date of acquisition,

is dealt with in the same manner as that described above for

goodwill.

On disposal of an investment in subsidiary, associate or jointly

controlled entity, the attributable amount of goodwill previously

eliminated against or credited to reserves is included in the

determination of the profit or loss on disposal of the investment.

Joint ventures

A joint venture is a contractual arrangement whereby the Group

and other parties undertake an economic activity which is subject

to joint control and over which none of the participating parties

has unilateral control.

Jointly controlled entities

Joint venture arrangements which involve the establishment of a

separate entity in which each venturer has an interest are referred

to as jointly controlled entities.

The Group’s interests in jointly controlled entities are included in

the consolidated balance sheet at the Group’s share of the net

assets of the jointly controlled entities. The Group’s share of post-

acquisition results of jointly controlled entities is included in the

consolidated income statement.

When the Group transacts with its jointly controlled entities,

unrealised profits and losses are eliminated to the extent of the

Group’s interest in the relevant jointly controlled entities, except

where unrealised losses provide evidence of an impairment of the

asset transferred.
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Joint ventures – Continued

Investments in infrastructure joint ventures

The Group’s investments in infrastructure projects under joint

venture arrangements are referred to as infrastructure joint ventures

where the Group is entitled to a pre-determined guaranteed return

over the contract period. Such investments are initially recorded at

cost. Payments receivable from such investments are apportioned

between income and reduction of the carrying value of the

investments so as to give a constant periodic rate of return on the

net investments. Where the estimated recoverable amount of these

investments falls below their carrying value, the carrying value is

written down to the recoverable amount.

Investment property

An investment property is a completed property which is held for

its investment potential, any rental income being negotiated at

arm’s length.

An investment property is stated at its open market value based

on independent professional valuations at the balance sheet date.

Any revaluation increase or decrease arising on the revaluation of

investment property is credited or charged to the investment

property revaluation reserve unless the balance on this reserve is

insufficient to cover a revaluation decrease, in which case the

excess of the revaluation decrease over the balance on the

investment property revaluation reserve is charged to the income

statement. Where a decrease has previously been charged to the

income statement and a revaluation increase subsequently arises,

this increase is credited to the income statement to the extent of

the decrease previously charged.

On disposal of an investment property, the balance on the

investment property revaluation reserve attributable to that property

is transferred to the income statement.

No depreciation is provided on investment property except where

the unexpired term of the relevant lease is 20 years or less,

including the renewable period.
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation

and amortisation. The cost of an asset comprises its purchase

price and any directly attributable costs of bringing the asset to its

present working condition and location for its intended use.

Expenditure incurred after the asset has been put into operation,

such as repairs and maintenance and overhaul costs, is normally

charged to the income statement in the period in which it is incurred.

In situations where it can be clearly demonstrated that the

expenditure has resulted in an increase in the future economic

benefits expected to be obtained from the use of the asset, the

expenditure is capitalised as an additional cost of the asset.

The gain or loss arising on the disposal or retirement of an asset

is determined as the difference between the sale proceeds and

the carrying amount of the asset and is recognised in the income

statement.

Where the recoverable amount of an asset has declined below its

carrying amount, the carrying amount is reduced to reflect the

decline in value. In determining the recoverable amount of assets,

expected future cash flows are not discounted to their present

values.

Depreciation and amortisation is provided to write off the cost of

the assets other than vessels and assets under construction, over

their estimated useful lives, using the straight line method on the

following basis:

Land use rights Over the term of the lease

Land and buildings Over the term of the lease

Plant, machinery, furniture 3 to 10 years

and equipment

Motor vehicles 5 to 10 years

Leasehold improvements 5 years

Depreciation of vessels is calculated to write off the costs of the

vessels less the directors’ estimate of their residual values on a

straight line basis over their remaining working lives. Such working

lives are taken as 25 years from the dates when the construction

of the vessels is completed.
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Toll highway operating rights

Toll highway operating rights are stated at cost less amortisation.

Amortisation is provided to write off the cost of the toll highway

operating rights on a units-of-usage basis, calculated based on

the proportion of actual traffic volume for a particular period to the

projected total traffic volume over the periods for which the Group

is granted the rights to operate the toll highway.

Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost, which comprises all costs of purchase and, where applicable,

costs of conversion and other costs that have been incurred in

bringing the inventories to their present location and condition, is

calculated using the weighted average method. Net realisable value

represents the estimated selling price in the ordinary course of

business less the estimated costs necessary to make the sale.

Investments in securities

Investments other than held-to-maturity debt securities are classified

as investment securities and other investments.

Investment securities, which are securities held for an identified

long-term strategic purpose, are measured at cost, as reduced by

any impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealised gains

and losses included in net profit or loss for the year.
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Convertible bonds

Convertible bonds are separately disclosed and regarded as

liabil it ies unless conversion actually occurs. The finance cost

recognised in the income statement in respect of the convertible

bonds is calculated so as to produce a constant periodic rate of

charge on the remaining balance of the convertible bonds for each

accounting period.

The costs incurred in connection with the issue of convertible bonds

are deferred and amortised on a straight line basis over the lives

of the convertible bonds from the date of issue of the bonds to

their final redemption date. If any of the bonds are purchased and

cancelled, redeemed or converted prior to the final redemption

date, an appropriate portion of any remaining unamortised costs

will be charged immediately to the income statement.

Revenue recognition

Sales of goods are recognised when goods are delivered and title

has been passed.

Revenue from chartering of vessels are recognised proportionately

over the charter periods. The excess of the amounts received over

the amounts recognised as revenue for the period is included in

the balance sheet as charterhire received in advance.

Toll revenue, net of business tax, is recognised on a receipt basis.

Compensation for shortfall of the toll highway operating results

contracted under the guaranteed minimum income undertaking by

the PRC joint venture partners is recognised as income on an

accrual basis in accordance with the terms of the relevant joint

venture agreements.

Income from infrastructure joint ventures, where the Group is

entitled to a pre-determined guaranteed return over the contract

period, is recognised in such a manner so as to produce a constant

periodic rate of return on the Group’s net investments to the extent

that the economic benefits associated with the transaction will flow

to the Group.
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Revenue recognition – Continued

Interest income from bank deposits is accrued on a time basis, by

reference to the principal outstanding and at the interest rate

applicable.

Dividend income from investments is recognised when the

shareholders’ rights to receive payment have been established.

Share dealing income is recognised on a trade date basis when

the deals are executed.

Rental income is recognised on a straight line basis over the term

of respective lease.

Taxation

The charge for taxation is based on the results for the year as

adjusted for items which are non-assessable or disallowed. Timing

differences arise from the recognition for tax purposes of certain

items of income and expense in a different accounting period from

that in which they are recognised in the financial statements. The

tax effect of timing differences, computed under the liability method,

is recognised as deferred taxation in the financial statements to

the extent that it is probable that a liability or asset will crystallise

in the foreseeable future.

Vessel repairs and surveys

Vessel repairs and annual survey costs are charged to the income

statement as incurred.

Retirement benefits scheme

The contribution payable in respect of the year is charged to the

income statement.
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2. SIGNIFICANT ACCOUNTING POLICIES – Continued

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling

on the dates of the transactions. Monetary assets and liabilities

denominated in foreign currencies are re-translated at the rates

ruling on the balance sheet date. Profits and losses arising on

exchange are dealt with in the income statement.

On consolidation, the financial statements of operations outside

Hong Kong maintained in foreign currencies are translated at the

rates ruling on the balance sheet date. Exchange differences arising

on consolidation, if any, are dealt with in reserves.

Cash equivalent

Cash equivalents represent short-term highly liquid investments

which are readily convertible into known amounts of cash and

which were within three months of maturity when acquired; less

advances from banks repayable within three months from the date

of the advance.
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3. SEGMENT INFORMATION

An analysis of the Group’s turnover and contribution to profit from

operatons for the year, by principal activity and by geographical

location of the operations, are as follows:

Contribution to
Turnover profit from operations

2000 1999 2000 1999

HK$’000 HK$’000 HK$’000 HK$’000

(a) By principal activity

Manufacture and sale of paint 830,765 632,045 115,776 79,259

Port and port-related business

494,481 383,828 245,288 160,745

Toll highway operations

27,583 291,484 56,208 184,093

Others 29,031 41,142 31,590 26,787

1,381,860 1,348,499 448,862 450,884

(b) By geographical location of

operations

Operations other than port and

 port-related business

Hong Kong 58,386 85,385 31,918 31,863

PRC, excluding Hong Kong

755,390 819,663 157,716 250,429

Others 73,603 59,623 10,267 7,488

Port and port-related business*

494,481 383,828 248,961 161,104

1,381,860 1,348,499 448,862 450,884

* The port and port-related business is mainly related to shipping

activit ies. As the Group’s shipping activit ies cover the world’s

shipping routes, it would not be meaningful to allocate turnover

and contribution to profit from operatoins to specific geographical

segments for the Group’s shipping activities.
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4. TURNOVER

Turnover represents the aggregate of net amounts received and

receivable from third parties and is summarised as follows:

2000 1999

HK$’000 HK$’000

Sale of goods, less valued added tax 830,765 632,045

Charter income 494,481 383,828

Gross rental income from land and buildings 29,031 41,142

Toll highway operating income (Note) 27,583 291,484

1,381,860 1,348,499

Note: Included in toll highway operating income in 1999 was a

compensation of HK$117,167,000, representing the shortfall

between the actual toll highway operating results and the contracted

minimum income undertaken by the PRC joint venture partners.

Such minimum income undertaking was terminated by the joint

venture partners during the year.

5. NET GAIN ON VESSEL INSURANCE CLAIM

In 1999, a vessel owned by the Group ran aground at Tubarao

Channel, Brazil. The Group lodged a claim for constructive total

loss ar is ing from the vessel ’s accident amount ing to

HK$139,896,000, of which HK$88,181,000 was received up to the

date of the signing of the financial statements for the year ended

31 December 1999. The carrying value of the vessel on the date

of the accident was HK$40,453,000. Accordingly, a net gain on

insurance claim of HK$47,728,000 representing the difference

between the proceeds received from the insurance claim and the

carrying value of the vessel at the date of the accident was

recognised in 1999.

During the year, a f inal sum of the insurance claim of

HK$51,901,000 was received and, after deducting claim expenses

of HK$4,290,000, resulted in a further gain on this insurance claim

amounting to HK$47,611,000.
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6. PROFIT FROM OPERATIONS

2000 1999

HK$’000 HK$’000

Profit from operations has been arrived at

after charging:

Staff costs, including directors’ remuneration 65,459 60,565

Retirement benefits scheme contributions,

net of forfeited contributions of

HK$36,000 (1999: HK$108,000) 5,780 5,117

Total staff costs 71,239 65,682

Auditors’ remuneration 3,120 3,435

Depreciation and amortisation:

Property, plant and equipment 133,578 142,347

Toll highway operating rights 5,231 141,997

Loss on disposal of property, plant and

equipment 74 1,806

Operating lease rentals in respect of land and

buildings 8,790 9,164

Provision for bad and doubtful debts 31,076 20,000

Deficit arising from revaluation of

investment property 7,796 –

and after crediting:

Interest income 76,110 61,278

Dividend income from listed other investments 2,043 568

Operating lease rental income from land and

buildings, net of outgoings of

HK$856,000 (1999: HK$838,000)

28,175 40,304

Gain on disposal of listed other investments 9,737 5,846

Net unrealised holding gain on listed other

investments 1,815 1,113

Gain on disposal of interests in associates – 77

Income from infrastructure joint ventures 58,396 51,748



C h i n a  M e r c h a n t s  H o l d i n g s  ( I n t e r n a t i o n a l )  C o m p a n y  L i m i t e d60

Notes to the Financial Statements

For the year ended 31 December 2000

7. FINANCE COSTS

2000 1999

HK$’000 HK$’000

Interest on:

Bank borrowings wholly repayable within

five years 59,300 57,366

Bank borrowings not wholly repayable

within five years 17,737 15,940

Other borrowings – 769

Convertible bonds 22,313 16,349

Amortisation and write-off of bond

issue expenses 2,599 10,001

101,949 100,425

8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

(a) Directors’ emoluments

2000 1999

HK$’000 HK$’000

Fees:

Executive directors 108 112

Independent non-executive directors 300 240

408 352

Other emoluments (executive directors):

Salaries and other emoluments 4,061 4,190

Discretionary bonuses 395 385

Retirement benefits scheme contributions 127 127

4,583 4,702

4,991 5,054
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8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS –

Continued

(a) Directors’ emoluments – Continued

The directors’ emoluments are within the following bands:

Number of directors

2000 1999

Nil – HK$1,000,000 12 13

HK$1,000,001 – HK$1,500,000 – 2

HK$1,500,001 – HK$2,000,000 2 –

(b) Employees’ emoluments

Of the five individuals with the highest emoluments in the

Group, two (1999: two) were directors of the Company

whose emoluments are included in the disclosure in note 8

(a) above. The emoluments of the remaining three (1999:

three) individuals were as follows:

2000 1999

HK$’000 HK$’000

Salaries and other benefits 3,730 3,952

Performance related incentive payments 448 536

Retirement benefits scheme contributions 122 67

4,300 4,555

Their emoluments were within the following bands:

Number of individuals

2000 1999

Nil – HK$1,000,000 1 –

HK$1,000,001 – HK$1,500,000 1 2

HK$1,500,001 – HK$2,000,000 – 1

HK$2,000,001 – HK$2,500,000 1 –
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9. TAXATION

2000 1999

HK$’000 HK$’000

The charge comprises:

Hong Kong Profits Tax:

Current year 5,000 3,845

(Over)underprovision in prior years (166) 133

PRC Enterprise Income Tax 12,661 7,899

17,495 11,877

Share of taxation attributable to associates

Hong Kong 59,502 50,411

PRC Enterprise Income Tax 25,796 14,425

Share of taxation attributable to jointly

controlled entities (59) 3,391

102,734 80,104

Hong Kong Profits Tax is calculated at 16% (1999: 16%) of the

estimate assessable profit for the year.

In accordance with the relevant agreements and the Enterprise

Income Tax Law applicable in the PRC, the Company’s major

operating PRC subsidiaries and jointly controlled entities are

exempted from Enterprise Income Tax in the first two profit making

years and are entitled to a 50% reduction in Enterprise Income

Tax for the next three years.

No provision for taxation was made in respect of the shipping

business as the shipping companies had no assessable income in

any relevant jurisdiction for the year.

No provision for deferred taxation has been made as the amount

involved is not significant.

50%
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10. PROFIT FOR THE YEAR

Of the Group’s profit for the year, a profit of HK$155,948,000

(1999: HK$546,304,000) has been dealt with in the financial

statements of the Company.

11. DIVIDENDS

2000 1999

HK$’000 HK$’000

Interim dividend paid – 5.0 cents

(1999: 4.0 cents) per share

102,042 78,886

Final dividend proposed – 8.0 cents

(1999: 7.0 cents) per share

164,002 142,973

Additional final dividend paid for

bonds converted in 1999 – 439

266,494 222,298
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12. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is

based on the following data:

2000 1999

HK$’000 HK$’000

Earnings for the purposes of basic earnings

per share 878,068 704,475

Effect of dilutive potential ordinary shares:

Interest on convertible bonds 22,313 N/A

Earnings for the purposes of diluted earnings

per share 900,381 N/A

Number of shares:

Weighted average number of ordinary shares

for the purposes of basic earnings

per share 2,044,984,000 1,966,957,000

Effect of dilutive potential ordinary shares:

Options 1,122,000 N/A

Convertible bonds 61,997,000 N/A

Weighted average number of ordinary shares

for the purposes of diluted earnings

per share 2,108,130,000 N/A

As the effect the issurance of potential ordinary shares outstanding

at 31 December 1999 was anti-dilutive, no dilutive earnings per

share was presented for that year.
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13. INVESTMENT PROPERTY

THE GROUP

2000 1999

HK$’000 HK$’000

VALUATION

Transfer from assets under construction

(note 14) 21,796 –

Revaluation deficit (7,796) –

At 31 December 14,000 –

The Group’s investment property is rented out under operating

leases and is held under a medium-term lease in the PRC. The

investment property was revalued at 31 December 2000 by a

registered asset valuer in the PRC on an open market existing use

basis. This valuation gave rise to a revaluation deficit of

HK$7,796,000 which has been charged to the income statement.



C h i n a  M e r c h a n t s  H o l d i n g s  ( I n t e r n a t i o n a l )  C o m p a n y  L i m i t e d66

Notes to the Financial Statements

For the year ended 31 December 2000

14. PROPERTY, PLANT AND EQUIPMENT

Plant,
Assets machinery,

Land and under furniture and Motor Leasehold
buildings construction Vessels equipment vehicles improvements Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP
COST
At 1 January 2000

1,520,901 21,948 1,840,350 88,985 23,066 1,696 3,496,946
Exchange adjustment 54 87 7,525 2 5 6 7,679
Additions 308 1,949 – 4,158 542 9,035 15,992
Disposal of subsidiaries – – – (1,091) (1,271) – (2,362)
Disposals – – – (269) (234) – (503)
Transfer to investment

property (note 13) – (21,796) – – – – (21,796)

At 31 December 2000
1,521,263 2,188 1,847,875 91,785 22,108 10,737 3,495,956

DEPRECIATION AND
AMORTISATION

At 1 January 2000
82,099 – 371,175 48,537 16,277 393 518,481

Exchange adjustment 16 – 2,396 1 4 1 2,418
Provided for the year 32,792 – 87,798 8,407 2,839 1,742 133,578
Eliminated on disposal of

subsidiaries – – – (272) (410) – (682)
Eliminated on disposals – – – (54) (28) – (82)

At 31 December 2000
114,907 – 461,369 56,619 18,682 2,136 653,713

NET BOOK VALUE
At 31 December 2000

1,406,356 2,188 1,386,506 35,166 3,426 8,601 2,842,243

At 31 December 1999
1,438,802 21,948 1,469,175 40,448 6,789 1,303 2,978,465

THE COMPANY
COST
At 1 January 2000

– – – 1,526 2,956 – 4,482
Additions – – – 462 – – 462
Disposals – – – (4) – – (4)

At 31 December 2000
– – – 1,984 2,956 – 4,940

DEPRECIATION
At 1 January 2000

– – – 978 1,742 – 2,720
Provided for the year – – – 511 726 – 1,237
Eliminated on disposals – – – (2) – – (2)

At 31 December 2000
– – – 1,487 2,468 – 3,955

NET BOOK VALUE
At 31 December 2000

– – – 497 488 – 985

At 31 December 1999
– – – 548 1,214 – 1,762
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14. PROPERTY, PLANT AND EQUIPMENT – Continued

The net book value of land and buildings held by the Group as at

the balance sheet date comprises:

THE GROUP

Land and Assets under
buildings construction

2000 1999 2000 1999

HK$’000 HK$’000 HK$’000 HK$’000

Land and buildings in Hong Kong

held under:

Long leases 1,337,621 1,366,080 – –

Medium-term leases 16,311 16,808 – –

Land use rights and buildings

in the PRC held under:

Medium-term leases 45,812 48,612 2,188 21,948

Short-term leases 6,612 7,302 – –

1,406,356 1,438,802 2,188 21,948

The Group has pledged one of its vessels having a net book value

of HK$316,828,000 (1999: HK$776,726,000) to secure banking

facilities granted to the Group.
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15. TOLL HIGHWAY OPERATING RIGHTS

THE GROUP

2000 1999

HK$’000 HK$’000

COST

At 1 January 4,245,670 4,235,301

Exchange adjustment 1,033 10,369

Disposal of subsidiaries (3,896,819) –

At 31 December 349,884 4,245,670

AMORTISATION

At 1 January 374,699 232,021

Exchange adjustment 99 681

Provided for the year 5,231 141,997

Eliminated on disposal of subsidiaries (362,509) –

At 31 December 17,520 374,699

NET BOOK VALUE

At 31 December 332,364 3,870,971

16. INTERESTS IN SUBSIDIARIES

THE COMPANY

2000 1999

HK$’000 HK$’000

Unlisted shares, at cost 1,789,674 1,989,052

Amounts due from subsidiaries 11,034,325 9,223,217

12,823,999 11,212,269

Amounts due to subsidiaries 2,233,810 794,190
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16. INTERESTS IN SUBSIDIARIES – Continued

The amounts due from (to) subsidiaries are unsecured, interest

free and have no fixed terms of repayment. In the opinion of the

directors, the amounts will not be repaid in the next twelve months

from the balance sheet date and accordingly, the amounts are

shown as non-current.

Other than CMHI Caymans Inc., the subsidiaries have no loan

capital. CMHI Caymans Inc. has issued convertible bonds with a

principal amount of US$40,960,000 (equivalent to HK$317,435,000)

outstanding at 31 December 2000. The Group has no interest in

these convertible bonds.

Particulars of the Company’s principal subsidiaries at 31 December

2000 are set out in note 42.

17. INTERESTS IN ASSOCIATES

THE GROUP THE COMPANY

2000 1999 2000 1999

HK$’000 HK$’000 HK$’000 HK$’000

Listed shares, at cost – – 153,174 153,174

Share of net assets of:

Listed associates 908,773 656,200 – –

Unlisted associates 1,609,773 1,406,148 – –

2,518,546 2,062,348 153,174 153,174

Amounts due from associates 145,378 25,375 – –

2,663,924 2,087,723 153,174 153,174

Market value of investments in

listed associates

B shares in the PRC 340,134 151,284 48,281 34,158
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17. INTERESTS IN ASSOCIATES – Continued

At the balance sheet date, the Group held a total of 182,606,883

(1999: 196,125,787) shares in PRC listed associates, of which

120,511,190 (1999: 144,253,530) shares are founder shares and

had no market value.

The amounts due from associates are unsecured, interest free

and have no f ixed terms of repayment. In the opinion of the

directors, the amounts will not be repaid in the next twelve months

from the balance sheet date and accordingly, the amounts are

shown as non-current.

Particulars of the Group’s principal associates at 31 December

2000 are set out in note 43.

18. INTERESTS IN JOINTLY CONTROLLED ENTITIES

THE GROUP

2000 1999

HK$’000 HK$’000

Share of net assets of jointly controlled

entities 1,899,773 197,178

Loans to jointly controlled entities 1,492,516 318,348

3,392,289 515,526

Loans to jointly controlled entities are unsecured, interest free and

have no definite repayment terms. In the opinion of the directors,

the loans are part of the investments in the jointly controlled entities

and accordingly, the amounts are shown as non-current.

Particulars of the Group’s jointly controlled entities at 31 December

2000 are set out in note 44.
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19. INVESTMENTS IN INFRASTRUCTURE JOINT VENTURES

THE GROUP

2000 1999

HK$’000 HK$’000

Unlisted investments, at cost 267,920 267,920

Loans to infrastructure joint ventures 252,654 252,654

520,574 520,574

Less: Capital receipts from infrastructure

joint ventures (47,556) (42,781)

473,018 477,793

Loans to infrastructure joint ventures are unsecured, interest free

and have no definite repayment terms. In the opinion of the

directors, the loans are part of the investments in the infrastructure

joint ventures and accordingly, the amounts are shown as non-

current.

Particulars of the Group’s infrastructure joint ventures at 31

December 2000 are as follows:

Proportion of
registered capital

Registered held indirectly
Name of joint venture capital by the Company Principal activity

Luo-mei Highways Company Limited RMB83,000,000 33.4% Operation of toll road

(Note a)

 

Zhangzhou Tongda Road Development US$12,000,000 16.8% Operation of toll road

Company Limited (Note b)

Zhangzhou Haiwei Construct Development RMB340,000,000 40% Operation of toll road

Company Limited (Note c)
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19. INVESTMENTS IN INFRASTRUCTURE JOINT VENTURES

– Continued

Notes:

(a) The Group’s investment in the infrastructure joint venture represents
a 33.4% interest in the registered capital of Luo-mei Highways
Company Limited  (“Luo-mei Highways JV”), a
Sino-foreign co-operative joint venture established in the PRC for
the period from June 1996 to June 2021 which is engaged in the
operation of a toll road in the PRC.

According to the terms of the relevant joint venture agreements,
the Group is entitled to receive from Luo-mei Highways JV a pre-
determined annual return during the first 20 years (the “Guaranteed
Period”).

The Group’s net investment is secured by the PRC joint venture
partners’ interest in the registered capital of Luo-mei Highways JV.
The obligation of the PRC joint venture partners to pay the above
annual returns is in turn guaranteed by corporate guarantees given
by .  Should the
distributable profit of Luo-mei Highways JV be insufficient to pay
the agreed annual returns to the Group, the shortfall and interest
accrued thereon will be paid by the PRC joint venture partners. If
the Group’s agreed annual returns cannot be repaid in full in the
first 15 years, the Guaranteed Period will be extended to 30 years.
At the expiry of the Guaranteed Period and after the payment of
the agreed annual returns to the Group, the Group will not share
any profit of Luo-mei Highways JV and the remaining assets of
Luo-mei Highways JV will be attributable to the PRC joint venture
partners upon termination of the joint venture.

(b) The Group’s investment in the infrastructure joint venture represents
a 16.8% interest in the registered capital of Zhangzhou Tongda
Road Development Company Limited 
(“Zhangzhou Tongda JV”), a Sino-foreign co-operative joint venture
established in the PRC for the period from April 1992 to April 2022
which is engaged in the operation of a toll road in the PRC.

According to the terms of the relevant joint venture agreements,
the Group is entitled to receive from Zhangzhou Tongda JV a fixed
annual return of US$1,700,000 for a term of 20 years (the
“Guaranteed Period”). Any excess of the distributable profit of
Zhangzhou Tongda JV over the agreed fixed annual return will not
be shared by the Group and is attributable to the PRC joint venture
partners. Should the distributable profit of Zhangzhou Tongda JV
be insufficient to pay the agreed fixed annual returns to the Group,
the shortfall and interest accrued thereon will be paid by the PRC
joint venture partners. However, during the 7th year of the
Guaranteed Period, the Group has the option to choose, for the
rest of the Guaranteed Period, either (i) to share in the profit or
loss of Zhangzhou Tongda JV in proportion to the percentage of
registered capital held by the Group, or (ii) to continue to receive
the guaranteed return. At the expiry of the Guaranteed Period, the
Group will transfer its entire interest in Zhangzhou Tongda JV to
the PRC joint venture partners at nil consideration and the remaining
assets and liabilities of Zhangzhou Tongda JV will be attributable
to the PRC joint venture partners.
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19. INVESTMENTS IN INFRASTRUCTURE JOINT VENTURES

– Continued

Notes:

(c) The Group’s investment in the infrastructure joint venture represents

a 40% interest in the registered capital  of  Zhangzhou Haiwei

Construct Development Company Limited 

 (“Zhangzhou Haiwei JV”), a Sino-foreign co-operative joint

venture established in the PRC for the period from June 1996 to

June 2026 which is engaged in the construction, operation and

management of a toll road in the PRC.

According to the terms of the relevant joint venture agreements,

the Group is entitled to receive from Zhangzhou Haiwei JV a fixed

annual return of US$6,400,000 in the first 7 years commencing

August 1997. Any excess of the distributable profit of Zhangzhou

Haiwei JV over the agreed fixed annual return during the first 7

years will not be shared by the Group and is attributable to the

PRC joint venture partners. During the following 16 years, the Group

will share in the distribution of Zhangzhou Haiwei JV’s profit in

accordance with its capital contribution ratio, but the amount shared

by the Group will not be less than US$6,400,000 per annum. Should

the distributable profit of Zhangzhou Haiwei JV be insufficient to

pay the agreed annual returns to the Group, the shortfall and interest

accrued thereon will be paid by the PRC joint venture partners. At

the expiry of the abovementioned joint venture period and after the

Group has received full payment of the amounts mentioned above,

the Group will, at nil consideration, transfer its entire interest in

Zhangzhou Haiwei JV to the PRC joint venture partners, and waive

its right to the repayment of its loan to Zhangzhou Haiwei JV.

In the opinion of the directors, all the above joint ventures are the

Group’s passive investments because the Group’s return to be

derived therefrom is pre-determined and the Group is not entitled

to share the assets of these joint ventures at the end of the relevant

joint venture period.
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20. INVESTMENTS IN SECURITIES

THE GROUP

2000 1999

HK$’000 HK$’000

Investment securities:

Unlisted shares, at cost 31,327 –

Other investments, at market value:

Listed shares outside Hong Kong 21,581 24,517

Listed shares in Hong Kong 10,368 9,501

Bonds listed outside Hong Kong 2,222 3,245

34,171 37,263

21. LOAN TO AN INVESTEE

The amount is unsecured, bears interest at a rate of 1% per annum

and has no fixed terms of repayment. In the opinion of the directors,

the loan wil l not be repaid in the next twelve months from the

balance sheet date and accordingly, the loan is shown as non-

current.

22. INVENTORIES

Included in above are raw materials of HK$1,829,000 (1999:

HK$615,000) and finished goods of HK$1,126,000 (1999:

HK$1,291,000) which are carried at net realisable value.

THE GROUP

2000 1999

HK$’000 HK$’000

Raw materials 83,771 66,090

Work in progress 945 975

Finished goods 60,398 55,716

145,114 122,781
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23. DEBTORS, DEPOSITS AND PREPAYMENTS

The Group has a credit policy of allowing an average credit period

of 60 days to its trade customers. The aged analysis of trade

debtors of HK$248,334,000 (1999: HK$165,339,000) which are

included in debtors, deposits and prepayments is as follows:

The Company had no trade debtors at the balance sheet date.

24. AMOUNTS DUE FROM HOLDING COMPANIES, FELLOW
SUBSIDIARIES AND AN ASSOCIATE

The amounts are trading balances and are unsecured, interest
free and repayable in accordance with the relevant trading terms.

25. CREDITORS AND ACCRUALS

Included in creditors and accruals at the balance sheet date are
trade creditors of HK$117,779,000 (1999: HK$114,343,000) and
the aged analysis is as follows:

2000 1999

HK$’000 HK$’000

0 – 30 days 108,167 90,809

31 – 60 days 23,217 23,693

61 – 120 days 45,389 28,159

Over 120 days 71,561 22,678

248,334 165,339

2000 1999

HK$’000 HK$’000

0 – 30 days 82,723 72,548

31 – 60 days 19,058 32,361

61 – 120 days 7,302 4,033

Over 120 days 8,696 5,401

117,779 114,343

The Company had no trade creditors at the balance sheet

date.



C h i n a  M e r c h a n t s  H o l d i n g s  ( I n t e r n a t i o n a l )  C o m p a n y  L i m i t e d76

Notes to the Financial Statements

For the year ended 31 December 2000

26. BANK BORROWINGS

THE GROUP THE COMPANY

2000 1999 2000 1999

HK$’000 HK$’000 HK$’000 HK$’000

Bank loans and overdrafts

Secured 227,806 502,662 – –

Unsecured 716,629 549,027 415,700 422,020

944,435 1,051,689 415,700 422,020

The maturity of the bank loans

and overdrafts is as follows:

On demand or within one year 447,271 433,434 134,830 230,440

More than one year but not

exceeding two years 204,014 268,336 191,666 191,580

More than two years but not

exceeding five years 131,808 174,015 89,204 –

More than five years 161,342 175,904 – –

944,435 1,051,689 415,700 422,020

Less: Amount due within one year

shown under current

liabilities (447,271) (433,434) (134,830) (230,440)

497,164 618,255 280,870 191,580

The bank loans of certain subsidiaries are secured by one of the

Group’s vessels having a net book value of HK$316,828,000 (1999:

HK$776,726,000) together with the vessels’ earnings and insurance.
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27. CONVERTIBLE BONDS

THE GROUP

2000 1999

HK$’000 HK$’000

PRINCIPAL AMOUNT

At 1 January 323,325 –

Issued during the year – 542,492

Converted during the year (5,890) (219,167)

At 31 December 317,435 323,325

ISSUE EXPENSES

At 1 January 10,525 –

Incurred during the year – 20,526

Amortised for the year (2,407) (1,708)

Write-off upon conversion (192) (8,293)

At 31 December 7,926 10,525

CARRYING VALUE AT 31 DECEMBER 309,509 312,800

The US$40,960,000 (1999: US$41,720,000) 7% guaranteed

convertible bonds bear interest at 7% per annum which is payable

semi-annually in arrears on 20 May and 20 November each year

commencing 20 November 1999 and the final payment of interest

will be made on 20 April 2004. The convertible bonds are convertible

into shares with a par value of HK$0.1 each in the Company, on

or after 31 May 1999 and up to 13 April 2004, at an initial conversion

price of HK$5.120 per share of the Company, determined on the

basis of a fixed rate of exchange of HK$7.7497 = US$1.00. Unless

previously converted, redeemed or purchased and cancelled, the

convertible bonds will be redeemed, in whole or in part, at the

option of the Group at any time on or after 20 April 2002 and prior

to 20 April 2004 at 100% of their principal amount plus interest

accrued.
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27. CONVERTIBLE BONDS – Continued

Details of the bonds converted into ordinary shares of the Company

during the year are as follow:

Number of shares

in the Company

Nominal value Conversion issued on

Month of conversion of bonds price conversion

US$ HK$

Jan 2000

760,000 5.120 1,150,345

28. LOANS FROM MINORITY SHAREHOLDERS

The loans are unsecured, interest free and have no fixed terms

of repayment. The minority shareholders have confirmed that

they do not intend to demand repayment within the next twelve

months from the balance sheet date. Accordingly, the loans

are shown as non-current.
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29. SHARE CAPITAL

Number of shares Share capital

2000 1999 2000 1999

HK$’000 HK$’000

Ordinary shares of HK$0.1 each

Authorised:

At beginning of year 3,000,000,000 2,300,000,000 300,000 230,000

Increase on 25 May 1999

– 700,000,000 – 70,000

At end of year 3,000,000,000 3,000,000,000 300,000 300,000

Issued and fully paid:

At beginning of year 1,995,159,824 1,952,354,850 199,516 195,235

Issue of shares for acquisition

of an associate 46,159,767 – 4,616 –

Issue of shares for acquisition

of investment securities 7,377,452 – 738 –

Issue of shares on bond conversion 1,150,345 42,804,974 115 4,281

Issue of shares on exercise of

share options 175,000 – 17 –

At end of year 2,050,022,388 1,995,159,824 205,002 199,516
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29. SHARE CAPITAL – Continued

During the year, the following changes in the issued share capital

of the Company took place:

(a) In January 2000, the Company issued in aggregate

46,159,767 new shares of HK$0.1 each at an issue price

of HK$6.263 per share as consideration for the acquisition

of a 20.8% interest in China Merchants Shekou Holdings

Co., Ltd. (“CMSH”, formerly known as China Merchants

Shekou Port Service Co., Ltd.). Further details of the

transactions are set out in note 40(I)(a).

(b) In June 2000, the Company issued in aggregate 7,377,452

new shares of HK$0.1 each at an issue price of HK$6.263

per share to settle the net consideration payable for the

acquisition of a 13% in each of Western Harbour Tunnel

Company Limited and Hong Kong Tunnels and Highways

Management Company Limited, and the disposal of i ts

15.25% interest in China Southern Glass Holding Co., Ltd.

(“CSG”). Further details of the transactions are set out in

note 40(I)(c).

(c) Holders of convertible bonds exercised their rights to convert

a total of 1,150,345 (1999: 42,804,974) new shares of

HK$0.1 each in the Company at a conversion price of

HK$5.120 per share.

(d) In November 2000, 175,000 (1999: Nil) new shares of

HK$0.1 each in the Company were issued at an exercise

price of HK$5.054 per share as a result of the exercise of

share options by a director.

These shares ranked pari passu with existing shares in all respects.
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30. SHARE OPTION SCHEME

Pursuant to the share option scheme of the Company adopted on

26 June 1992, the directors of the Company may, at their discretion,

grant options to any director or employee of the Company or any

of its subsidiaries to subscribe for shares in the Company at a

price equal to the higher of the nominal value of the shares or not

less than 80% of the average of the closing prices of the shares of

the Company on the five trading days immediately preceding the

date of offer of the option. The maximum number of shares in

respect of which options may be granted may not exceed 10% of

the issued share capital of the Company at the time of granting of

the options. The share option scheme will remain in force for a

period of 10 years commencing 26 June 1992.

During the year, movements of the share options granted by the

Company were as follows:

Number of shares to
be issued upon exercise of share options

Granted Exercised Outstanding
Exercise during during at

Date of grant price the year the year 31.12.2000

HK$

1.3.2000 5.054 13,750,000 (175,000) 13,575,000

21.9.2000 5.615 1,400,000 – 1,400,000

15,150,000 (175,000) 14,975,000

The outstanding share options at 31 December 2000 can be

exercised at any time during a period of 6 years commencing on

the date of  grant  of  the opt ions or at  the expiry of  10 years

commencing 26 June 1992, whichever is the earlier.

Consideration received by the Company for the share options

granted during the year was negligible.
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31. RESERVES

Capital
Share reserve

premium (goodwill) Translation Statutory Accumulated
reserve reserves profits Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

THE GROUP
At 1 January 1999 7,471,183 6,050 (4,592) 31,244 1,050,243 8,554,128
Issue of shares on bond conversion 214,886 – – – – 214,886
Share issue expenses (120) – – – – (120)
Goodwill arising on acquisition

of associates – (205,152) – – – (205,152)
Goodwill realised on disposal

of an associate – 3,483 – – – 3,483
Exchange difference arising on translation of

operations outside Hong Kong – – 11,242 – – 11,242
Share of exchange difference of associates – – 1,401 – – 1,401
Share of exchange difference of

a jointly controlled entity – – 551 – – 551
Profit for the year – – – – 704,475 704,475
Dividends  (note 11) – – – – (222,298) (222,298)
Transfer to reserves – – – 41,004 (41,004) –

At 31 December 1999
7,685,949 (195,619) 8,602 72,248 1,491,416 9,062,596

Issue of shares for acquisition
of an associate 284,484 – – – – 284,484

Issue of shares for acquisition of
investment securities 45,462 – – – – 45,462

Issue of shares on bond conversion 5,775 – – – – 5,775
Issue of shares on exercise

of share options 867 – – – – 867
Share issue expenses (76) – – – – (76)
Goodwill arising on acquisition

of associates – (116,504) – – – (116,504)
Goodwill realised on deemed

disposal of an associate – 5,021 – – – 5,021
Reserves realised on

disposal of subsidiaries – 113,901 (17,228) (2,134) – 94,539
Share of goodwill reserve of associates – (3,791) – – – (3,791)
Share of goodwill reserve of

jointly controlled entities – (643) – – – (643)
Exchange difference arising on translation of

operations outside Hong Kong – – 4,113 – – 4,113
Share of exchange difference of associates – – 2,255 – – 2,255
Share of exchange difference of

jointly controlled entities – – (36) – – (36)
Share of statutory reserves of

jointly controlled entities – – – 2,426 (2,426) –
Profit for the year – – – – 878,068 878,068
Dividends (note 11) – – – – (266,494) (266,494)
Transfer to reserves – – – 20,826 (20,826) –

At 31 December 2000
8,022,461 (197,635) (2,294) 93,366 2,079,738 9,995,636

Attributable to:
The Company and subsidiaries 8,022,461 (171,796) (7,053) 60,605 1,315,280 9,219,497
Associates – (25,839) 4,259 30,335 627,550 636,305
Jointly controlled entities – – 500 2,426 136,908 139,834

At 31 December 2000
8,022,461 (197,635) (2,294) 93,366 2,079,738 9,995,636
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31. RESERVES – Continued

Share Capital Accumulated
premium reserve profits Total

HK$ ’000 HK$’000 HK$’000 HK$’000

THE COMPANY

At 1 January 1999 7,471,183 2,339,985 231,267 10,042,435

Issue of shares on bond conversion 214,886 – – 214,886

Share issue expenses (120) – – (120)

Profit for the year (note 10) – – 546,304 546,304

Dividends (note 11) – – (222,298) (222,298)

At 31 December 1999

7,685,949 2,339,985 555,273 10,581,207

Issue of shares for acquisition of

an associate 284,484 – – 284,484

Issue of shares for the acquisition of

investment securities 45,462 – – 45,462

Issue of shares on bond conversion 5,775 – – 5,775

Issue of shares on exercise of

share options 867 – – 867

Shares issue expenses (76) – – (76)

Profit for the year (note 10) – – 155,948 155,948

Dividends  (note 11) – – (266,494) (266,494)

At 31 December 2000 8,022,461 2,339,985 444,727 10,807,173

The Company’s capital reserve which arose in 1998 upon reduction

of share premium as confirmed by the Order of the High Court of

the Hong Kong Special Administrative Region (“HKSAR”) is not

realised profits and is a non-distributable reserve.

The statutory reserves are reserves required under the PRC laws

and regulations.

The Company’s reserves available for distribution to shareholders

at 31 December 2000 amounted to approximately HK$445 million

(1999: HK$555 million), being its accumulated profits at that date.
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32. RECONCILIATION OF PROFIT BEFORE TAXATION TO

NET CASH INFLOW FROM OPERATING ACTIVITIES

2000 1999

HK$’000 HK$’000

Profit before taxation 1,081,178 816,120

Share of results of associates (629,434) (443,393)

Share of results of jointly controlled entities (122,658) (22,268)

Depreciation and amortisation 138,809 284,344

Deficit arising on revaluation of investment property 7,796 –

Amortisation and write-off of bond

issue expenses 2,599 10,001

Pre-operating expenses written off – 3,533

Loss on disposal of property,

plant and equipment 74 1,806

Interest income (76,110) (61,278)

Interest expense 99,350 90,424

Income from infrastructure joint ventures (58,396) (51,748)

Net unrealised holding gain on listed

other investments (1,815) (1,113)

Gain on disposal of listed other investments (9,737) (5,846)

Dividend income from listed other investment (2,043) (568)

Gain on dilution of interest in an associate (66,546) –

Gain on disposal of interests in associates – (77)

Loss on disposal of subsidiaries 84,373 –

Increase in inventories (22,333) (23,223)

Decrease in debtors, deposits

and prepayments 97,710 165,220

Decrease (increase) in investments in securities 14,644 (11,816)

Decrease (increase) in amounts due from (to)

holding companies and fellow subsidiaries (net) 2,001 (13,387)

Decrease (increase) in amounts

due from associates 3,055 (104,767)

Increase (decrease) in creditors and accruals

104,689 (51,172)

Net cash inflow from

operating activities 647,206 580,792
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33. ACQUISITION OF A SUBSIDIARY

2000 1999

HK$’000 HK$’000

Net assets acquired:

Property, plant and equipment – 17,186

Debtors and prepayments – 64

Loan from vendor – (17,250)

– –

Satisfied by:

Cash consideration – –

The contribution to the Group’s results and cash flows by the

acquired subsidiary for the period from the date of acquisition to

31 December 1999 was not significant.
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34. DISPOSAL OF SUBSIDIARIES

2000 1999

HK$’000 HK$’000

Net assets disposed of:

Property, plant and equipment 1,680 –

Toll highway operating rights 3,534,310 –

Interest in an associate 248,620 –

Debtors, deposits and prepayments 99,596 –

Bank balances and cash 412,556 –

Creditors and accruals (359,080) –

Loans from minority shareholders (419,571) –

Minority interests (202,654) –

3,315,457 –

Exchange reserve realised (17,228) –

Statutory reserves realised (2,134) –

Attributable goodwill 113,901 –

Loss on disposal of subsidiaries (84,373) –

3,325,623 –

Satisfied by:

Cash received 580,210 –

Consideration receivable 349,619 –

Investments in jointly controlled entities 1,260,965 –

Loans to jointly controlled entities 861,029 –

Investment securities 31,327 –

Loan to an investee 242,473 –

3,325,623 –
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34. DISPOSAL OF SUBSIDIARIES – Continued

Analysis of the net inflow of cash and cash equivalents in respect

of the disposal of subsidiaries:

2000 1999

HK$’000 HK$’000

Cash received 580,210 –

Bank balances and cash disposal of (412,556) –

Net inflow of cash and cash equivalents

in respect of the disposal of subsidiaries 167,654 –

The subsidiar ies disposed of during the year did not make a

significant impact on the turnover, operating results and cash flows

of the Group.
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35. ANALYSIS OF CHANGES IN FINANCING DURING THE

YEAR

Share capital Loans from
and share Convertible Minority minority

premium bonds interests shareholders
Other loans Bank loans

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 1999 7,666,418 79,459 990,534 – 630,738 519,723

New loans raised – – 150,000 – – –

Issue of convertible bonds – – – 542,492 – –

Issue cost of convertible bonds – – – (20,526) – –

Conversion of bonds 219,167 – – (219,167) – –

Share issue expenses (120) – – – – –

Acquisition of a subsidiary – 17,250 – – – –

Repayment of loans – (96,709) (215,852) – – (45,513)

Amortisation and write-off of

bond issue expenses – – – 10,001 – –

Minority share of profit for the year – – – – 31,541 –

Dividend paid to minority shareholders – – – – (12,487) –

Exchange adjustments – – – – 3,497 –

At 31 December 1999

7,885,465 – 924,682 312,800 653,289 474,210

New loans raised – – 331,263 – – –

Issue of shares on exercise

of share options 884 – – – – –

Issue of shares for acquisition

of an associate 289,100 – – – – –

Issue of shares for acquisition of

investment securities 46,200 – – – – –

Share issue expenses (76) – – – – –

Conversion of bonds 5,890 – – (5,890) – –

Repayment of loans – – (426,666) – – –

Amortisation and write-off of

bond issue expenses – – – 2,599 – –

Minority share of profit for the year – – – – 100,376 –

Dividend paid to minority shareholders – – – – (14,834) –

Capital contribution from minority shareholders – – – – 3,307 –

Disposal of subsidiaries (note 34) – – – – (202,654) (419,571)

Advance from minority shareholders – – – – – 125,771

Loans repaid to minority shareholders – – – – – (4,514)

Minority share of reserves of subsidiaries – – – – (59,860) –

Exchange adjustments – – 2,764 – 1,433 –

At 31 December 2000

8,227,463 – 832,043 309,509 481,057 175,896
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36. MAJOR NON-CASH TRANSACTIONS

During the year, the Group entered into the following major non-

cash transactions:

(a) The Company issued shares at an aggregate consideration

of HK$289,100,000 (1999: Nil) to acquire for an associate

as set out in note 29(a) to the financial statements.

(b) The Group disposed of its entire interest in certain

subsidiaries and acquired investment securities and advance

to an investee. The net consideration payable of

HK$46,200,000 (1999: Nil) was sett led by the issue of

shares in the Company as set out in note 29(b) to the

financial statements.

(c) The Group disposed of its 40% equity interest in certain

subsidiaries. The consideration was satisfied partly in cash

amounting to HK$929,829,000, of which HK$580,210,000

was received during the year and the remaining amount of

HK$349,619,000 will be receivable on 30 June 2001, and

partly by 40% equity interest in, and shareholders’ loan to,

the jointly controlled entities.

(d) The Company issued shares at an aggregate consideration

of HK$5,890,000 (1999: HK$219,167,000) on the exercise

of convertible bonds by the bond holders, details of which

are set out in note 29(c) to the financial statements.

29(a)

29(b)
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37. CAPITAL AND OTHER COMMITMENTS

THE GROUP

2000 1999

HK$’000 HK$’000

Capital expenditure in respect of the acquisition of

property, plant and equipment contracted for

but not provided in the financial statements 13,255 5,264

Share of capital commitments of the jointly controlled

entity contracted for but not provided in the

financial statements – 2,181

13,255 7,445

The Company had no capital and other commitments at the balance

sheet date.

38. LEASE COMMITMENTS

At the balance sheet date, the Group had the following outstanding

commitments under non-cancellable operating leases to make

payment for land and buildings as follows:

THE GROUP

2000 1999

HK$’000 HK$’000

Lease which expire:

 Within one year 1,509 489

 In the second to fifth year inclusive

2,519 5,228

4,028 5,717

The Company had no lease commitments at the balance sheet
date.
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39. CONTINGENT LIABILITIES

At 31 December 2000, there were contingent liabilities in respect

of the following:

(a) The Company has given guarantees to banks for facilities

granted to certain non-wholly owned subsidiaries. The facilities

utilised by the subsidiaries at the balance sheet date amounted

to HK$89,136,000 (1999: HK$127,006,000) of which

HK$57,047,000 (1999: HK$81,284,000) was guaranteed by

the Company.

(b) The Company and the Group has given guarantees to banks

for facilities granted to certain associates. The facilities utilised

by the associates at the balance sheet date amounted to

HK$105,065,000 (1999: HK$124,958,000) of which

HK$70,998,000 (1999: HK$41,045,000) was guaranteed by

the Company and the Group.

(c) The Company has given guarantee to the holders of

convertible bonds issued by a subsidiary amounting to

HK$317,435,000 (1999: HK$323,325,000).

(d) The Company has entered into a joint and several guarantee

with other shareholders of an investee and other third parties

in favour of the Government of HKSAR to provide additional

finance to the investee up to the date of the issuance of the

maintenance certificate of the project undertaken by the

investee. The Company has also given a guarantee of

HK$3,900,000 (1999: Nil) to a bank in return for it providing a

guarantee in favour of HKSAR to secure the performance of

a management contract entered into by the investee. No

facilities were being utilised at 31 December 2000.
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40. RELATED PARTY TRANSACTIONS

During the year, the Group entered into certain significant

transactions with related companies, some of which are also

deemed to be connected parties as defined by the Listing Rules.

Details of these transactions during the year are as follows:

(I) Connected parties:

Name of party Nature of transaction 2000 1999

HK$’000 HK$’000

Fellow subsidiaries:

Hoi Tung Marine Machinery Rentals of warehouse charged 2,448 2,448

Suppliers Limited to the Group

Transportation service fee 846 1,236

charged to the Group

Rentals of the office premises 4,144 5,738

charged by the Group

Hong Kong Ming Wah Shipping Rentals of office premises 8,073 11,626

Co. Ltd. charged by the Group

Salemay Company Limited Sale of road marking, construction and 6,643 3,486

other industrial products by the Group

CM-CCS Securities Limited Rentals of office premises 112 –

charged by the Group

China Merchants International Interest charged to the Group – 789

Finance Co. Ltd.

Repayment of loan by the Group – 32,765
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40. RELATED PARTY TRANSACTIONS – Continued

(I) Connected parties: – Continued

Name of party Nature of transaction 2000 1999

HK$’000 HK$’000

Fellow subsidiaries: – Continued

Associated Maritime Company Management fee paid by the Group 14,095 13,679

(Hong Kong) Limited

Holding companies:

China Merchants Holdings Acquisition of associates by the Group – 492,200

(Hong Kong) Company Limited

Subscription of convertible bonds – 78,000

in the Company

Rentals of office premises 16,701 23,778

charged by the Group

A substantial shareholder of

a non-wholly owned subsidiary:

I.C.H. Industrial & Commercial Royalties charged to the Group 27,564 20,575

Holdings ApS and

its fellow subsidiaries Sale of container paints 75,385 59,623

I.C.H. Industrial & Commercial by the Group

Interest charged to the Group 1,271 697
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40. RELATED PARTY TRANSACTIONS – Continued

(I) Connected parties: – Continued

The above transactions were entered into on the following

bases:

(i) Transportation service fee, royalties and sales were

charged at negotiated prices by reference to market

rates.

(ii) Management fee was charged at cost plus a percentage

profit mark-up and by reference to turnover.

(iii) Interest was charged at 5.56% per annum and 7.68%

per annum on the principal amount of the respective

loans.

(iv) Rentals charged by the Group were based on

independent property valuation reports and in accordance

with the tenancy agreement entered into on 26 January

1998 and 19 January 2001.

(v) Rentals charged to the Group were based on mutual

agreement.

(vi) Acquisition of associates was based on professional

valuation reports.

(vii) Subscription of convertible bonds was based on mutual

agreement.
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40. RELATED PARTY TRANSACTIONS – Continued

(I) Connected parties: – Continued

In addition, the Group also had the following connected

transactions during the year:

(a) In January 2000, the Group acquired a 20.8% interest in

CMSH, including shareholder’s loans, from China

Merchants Godown, Wharf & Transportation Company

Ltd. (“CM Godown”) and Top Chief Company Ltd. (“Top

Chief”) at an aggregate consideration of HK$289.1 million

to be satisfied by the issue of 46,159,767 new shares in

the Company in aggregate. CM Godown and Top Chief

are fellow subsidiaries of CMH, the ult imate holding

company of the Company. Details of the transactions

were contained in a circular of the Company dated 4

December 1999 and they were approved by independent

shareholders of the Company in an extraordinary general

meeting held on 21 December 1999.

(b) In January 2000, a guarantee was granted by the

Company in favour of a bank in respect of al l  sums

owing by Chiwan Wharf Holdings (Hong Kong) Limited

(“CWHHK”) under a term loan facility of up to an

aggregate amount of HK$53 million. The fund was used

by Grossalan Investments Limited, a wholly-owned

subsidiary of CWHHK, to finance the acquisition of an

indirect interest in Shenzhen Kaifeng Terminal Co., Ltd.

CWHHK held indirectly 16% equity interest in a

subsidiary of the Company and is a connected person

to the Company. Details of the transaction were

contained in a circular of the Company dated 6 March

2000 and it was approved by China Merchants Holdings

(Hong Kong) Limited (“CMHK”), the Company’s majority

shareholder.
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40. RELATED PARTY TRANSACTIONS – Continued

(I) Connected parties: – Continued

(c) In June 2000, the Company completed the acquisition

of a 13% interest in each of Western Harbour Tunnel

Company Limited, including shareholder’s loan, and

Hong Kong Tunnels and Highways Management

Company Limited at a consideration of HK$320 million

from, and disposed of its 15.25% interest in CSG,

together with the shareholder’s loan, at a consideration

of HK$273.8 million to, CMHK. The consideration payable

and receivable under these transactions were set off

against each other and the net consideration payable by

the Company to CMHK of HK$46.2 million was satisfied

by the issue of 7,377,452 new shares in the Company.

Details of the transactions were contained in a circular

of the Company dated 4 December 1999 and they were

approved by independent shareholders of the Company

in an extraordinary general meeting held on 21 December

1999.
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40. RELATED PARTY TRANSACTIONS – Continued

(I) Connected parties: – Continued

(d) In July 2000, the Group entered into sale and purchase

agreements to dispose of a 40% equity interest in each

of the twelve sino-foreign joint ventures (the “Guiliu JV’s”)

which were formerly 80% indirectly owned by the

Company to the PRC joint venture partners. In

consideration of the disposal, the PRC joint venture

partners agreed to (i) pay to the Group an aggregate

cash consideration of HK$930 million in five instalments,

with the last instalment due on 30 June 2001, (ii) revise

the profit sharing arrangement with respect to the Group’s

remaining 40% equity interest in the Guiliu JVs and (iii)

extend the terms of the Guil iau JV’s. The PRC joint

venture partners are substantial shareholders of the

Guiliu JVs and are connected persons to the Company.

Details of the transaction were contained in a circular of

the Company dated 31 July 2000 and they were approved

by independent shareholders of the Company in an

extraordinary general meeting held on 29 August 2000.



C h i n a  M e r c h a n t s  H o l d i n g s  ( I n t e r n a t i o n a l )  C o m p a n y  L i m i t e d98

Notes to the Financial Statements

For the year ended 31 December 2000

40. RELATED PARTY TRANSACTIONS – Continued

(I) Connected parties: – Continued

(e) In July 2000, the Group entered into a joint venture

agreement with Zhangzhou Development Zone China

Merchants Port Business Company Limited 

(“ZDZCM”), a fellow subsidiary of the

Company, for the establishment of Zhangzhou China

Merchants Port Co. Ltd. 

(“Zhangzhou JV”) to operate and manage Berth No.3 in

the Zhangzhou Economic Development Zone, Fujian

Province, the PRC for a term of 50 years. Zhangzhou

JV will be 51% and 49% held by ZDZCM and the Group,

respectively. Upon establishment of Zhangzhou JV, the

Group also entered into a management contract with

Zhangzhou JV for the daily operation and management

of the berth for a term of 4 years.  Details of the

transactions were contained in a circular of the Company

dated 31 July 2000 and they were approved by

shareholders of the Company in an extraordinary general

meeting held on 29 August 2000. During the year, the

Group charged Zhangzhou JV a management fee of

HK$78,000.

(f) Throughout the year, the Group had several bank loan

facilities which were secured by a corporate guarantee

and an undertaking by CMH whereby CMH agreed to

maintain directly or indirectly more than 50% of the

issued voting share capital of the Company. At 31

December 2000, the bank loan facilities utilised by the

Group amounted to HK$604,237,000 (1999:

HK$272,020,000), of which HK$188,537,000 (1999: Nil)

was covered by a corpora te  guarantee and

HK$415,700,000 (1999: HK$272,020,000) was covered

by an undertaking by CMH.
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40. RELATED PARTY TRANSACTIONS – Continued

(II) Other related parties:

Name of party Nature of transaction 2000 1999

HK$’000 HK$’000

Associates of the Company:

China International Marine Sale of container paints by the Group 225,265

Containers (Group) Co., Ltd.

Valspar Hai Hong Coatings Rentals of premise charged by the Group 428

(Shenzhen) Company Limited

Associates of the holding company:

China Merchants Bank Advance to the Group –

Interest charged to the Group –

Interest earned by the Group 3,012 3,183

Deposits by the Group 145,765 74,222

The sales, rentals and interest were charged at negotiated prices

by reference to market rates.
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41. POST BALANCE SHEET EVENTS

The following signif icant events took place subsequent to the

balance sheet date:

(a) In February 2001, the Group entered into a joint venture

agreement with Shenzhen Chiwan Wharf Holdings Ltd.

(“Shenzhen Chiwan”) for the establishment of a joint venture

to be held 51% and 49% by Shenzhen Chiwan and the

Group respectively to develop and operate the Mawan Port

No. 8 in Nanshan, the PRC for a term of 50 years. Total

investment by the Group in the joint venture will be

approximately RMB160 million. Shenzhen Chiwan holds

indirectly 16% equity interest in a subsidiary of the Company

and is a connected person to the Company. Details of the

transaction were announced by the Company on 15

February 2001.

(b) In February 2001, the Group entered into a joint venture

agreement with, inter alia, High Rated Holdings Limited

(“High Rated”), a fellow subsidiary of the Company, for the

establishment of CMF Technology Fund I Ltd. (“CMF

Technology”) for the purpose of making private equity

investments in high technology companies in the Greater

China Region and United States of America for a term of

10 years commencing 30 January 2001. The Group’s

investment in CMF Technology will be US$18,600,000

(equivalent to HK$145,080,000) by way of subscription of

shares in CMF Technology. Details of the transactions were

announced by the Company on 28 February 2001.
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41. POST BALANCE SHEET EVENTS – Continued

(c) In February 2001, the Group and the PRC joint venture
partners of certain sino-foreign joint ventures (the “Guihuang
JVs”) which are 60% held by the Group entered into
conditional agreements to vary the terms of the joint venture
agreements that they had entered into in April 1997.
Pursuant to the revised joint venture agreements, (i) the
joint venture periods were extended by five more years to
end on 15 April 2047; (i i) the Group is entitled to share
100% of the profits of the Guihuang JVs, as adjusted, for a
period of fifteen years commencing 1 January 2000; and
(iii) the Group is entitled to share the profits of the Guihuang
JVs in proportion to its holding of their registered capital
for the remaining terms of the joint ventures.

In conjunction with the above revision of the terms of the
joint venture agreements, the management agreements
under which the PRC joint venture partners of the Guihuang
JVs undertook to manage the Guihuang JVs and to generate
an annual minimum profit were also terminated.

Further details of the above transactions were contained in
a circular of the Company dated 16 March 2001. The above
transactions were approved by shareholders of the Company
on 11 April 2001.

(d) In March 2001, the directors of the Company announced
that Market Ocean Holdings Limited (“Market Ocean”), a
wholly-owned subsidiary of the Company, intends to make
a proposed voluntary unconditional cash offer to acquire all
the existing issued shares of US$0.25 each in Ming Wah
Universal (Bermuda) Co., Ltd. (“Ming Wah”) not already
held by Market Ocean at the date of the offer. Ming Wah is
a 75% owned subsidiary of the Company and is listed in
Singapore. Market Ocean intends to pay S$1.05 in cash
for each Ming Wah share and the total consideration payable
under the cash offer will be approximately S$50 million. As
at 18 April 2001, Market Ocean has received acceptances
of the cash offer representing approximately 97% of the
issued share capital of Ming Wah. Details of the proposed
transaction were announced by the Company on 2 March

2001 and 18 April 2001.
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries at 31 December

2000 are as follows:

Proportion of
Nominal value nominal value of

Place of of issued issued capital
incorporation share capital or or registered
or registration/ registered capital capital held
operation by the Company

Name of subsidiary Principal activities

Directly Indirectly

CMHI Caymans Inc. Cayman Islands US$2 100% – Provision of financial

services to group

companies

Cotter International BVI US$1 – 100% Investment in an

Limited infrastructure joint

venture, Luo-mei

Highways Co. Ltd.

Fair Oaks Development Hong Kong HK$2 100% – Investment holding

Limited and securities trading

Finstead Shipping Liberia US$500 – 75% Charter hire

Limited*

Fully Profit Property Hong Kong HK$2 100% – Property investment

Limited*

*
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES – Continued

Proportion of
Nominal value nominal value of

Place of of issued issued capital
incorporation share capital or or registered
or registration/ registered capital capital held
operation by the Company

Name of subsidiary Principal activities

Directly Indirectly

Hai Hong Industry PRC HK$30,700,000 – 100% Manufacture and

(Shenzhen) Co Ltd * sale of paint products

and property holding

Hempel-Hai Hong Coatings Hong Kong HK$106,000,000 – 64% Sale of paint products

Company Limited*

Hempel-Hai Hong Coatings PRC HK$40,000,000 – 64% Manufacture and sale

(Kunshan) Company of paint products

Limited*

Hempel-Hai Hong PRC HK$40,000,000 – 64% Manufacture and sale

Coatings (Shenzhen) of paint products

Company Limited*

Hempel-Hai Hong PRC HK$20,000,000 – 64% Manufacture and sale

Coatings (Yan Tai) of paint products

Company Limited*
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES – Continued

Proportion of
Nominal value nominal value of

Place of of issued issued capital
incorporation share capital or or registered
or registration/ registered capital capital held
operation by the Company

Name of subsidiary Principal activities

Directly Indirectly

Hempel-Seagull Coatings PRC HK$20,000,000 – 64% Manufacture and sale

(Shenzhen) Company of paint products

Limited*

Island Tanker No. 1 Liberia US$10,000 – 75% Charter hire

Shipping Inc.*

Island Tanker No. 2 Liberia US$10,000 – 75% Charter hire

Shipping Inc.*

Island Tanker No. 3 Liberia US$10,000 – 75% Charter hire

Shipping Inc.*

Island Tanker No. 4 Liberia US$10,000 – 75% Charter hire

Shipping Inc.*
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES – Continued

Proportion of
Nominal value nominal value of

Place of of issued issued capital
incorporation share capital or or registered
or registration/ registered capital capital held
operation by the Company

Name of subsidiary Principal activities

Directly Indirectly

New Alliance Shipping Liberia US$5,000 – 75% Charter hire

Inc.*

New Amity Shipping Liberia US$5,000 – 75% Charter hire

Inc.*

Ningbo Changzhen PRC US$7,730,640 – 60% Operation of a toll road

Highway Co. Ltd.

Ningbo Zhenluo PRC US$6,329,440 – 60% Operation of a toll road

Highway Co. Ltd.

Pacific Point Hong Kong HK$10,000 – 100% Securities trading

International Limited

Reed Overseas Limited BVI US$1 – 100% Investment in an

infrastructure joint

venture, Zhangzhou

Tongda Road

Development Co. Ltd.
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42. PARTICULARS OF PRINCIPAL SUBSIDIARIES – Continued

Proportion of
Nominal value nominal value of

Place of of issued issued capital
incorporation share capital or or registered
or registration/ registered capital capital held
operation by the Company

Name of subsidiary Principal activities

Directly Indirectly

Universal Sheen Hong Kong HK$100 100% – Property holding

Investment Limited

Wharton Overseas BVI US$1 – 100% Investment in an

Limited infrastructure joint

venture, Luo-mei

Highways Co. Ltd.

* The financial statements of these subsidiaries were not audited by

Deloitte Touche Tohmatsu.

The above table only lists those subsidiaries of the Company which,

in the opinion of the directors, principally affected the results for

the year or formed a substantial portion of the net assets of the

Group. To give details of other subsidiaries would, in the opinion

of the directors, result in particulars of excessive length.
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43. PARTICULARS OF PRINCIPAL ASSOCIATES

Particulars of the Group’s principal associates at 31 December

2000 are as follows:

Proportion of nominal
value of issued capital

Place of or registered capital
incorporation held by the Company
or registration
and operation

Name of associate Directly Indirectly Principal activities

Asia Airfreight Terminal Company Hong Kong – 20% Airfreight

Limited*

China International Marine PRC 7.26% 20.05% Design, manufacture

Containers (Group) Co., Ltd.* and sale of dry

 (“CIMC”) freight containers and

refrigerated containers

(B shares listed in the PRC)

China Merchants Shekou PRC – 18.82%** Bulk cargo, domestic

Holdings Co. Ltd.* container port operation

and passenger terminal

(B shares listed in the PRC) services

China Nanshan Development PRC – 28.5% Port transportation,

(Group) Incorporation* petroleum services,

(“Nan Shan”) property development,

food and oil processing,

building materials and

other engineering services

Dongguan Qian Hong Packaging PRC – 20% Manufacture and sale of

Company Limited* steel pail and plastic

bottles
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43. PARTICULARS OF PRINCIPAL ASSOCIATES – Continued

Proportion of nominal
value of issued capital

Place of or registered capital
incorporation held by the Company
or registration
and operation

Name of associate Directly Indirectly Principal activities

Jinan Metallic Pigment PRC – 35% Manufacture and sale of

Company Limited* metallic pigments for

industrial use

Modern Terminals Limited* Hong Kong – 20.3% Provides container

terminal services and

warehouse services

PPG Coatings (Tianjin) PRC – 30% Manufacture and sale of

Company Limited automotive coatings

PPG

Shekou Container Terminals PRC – 32.5% Container jetty business

Limited*(“SCT”)

Shenzhen Kaifeng Terminal PRC – 22% Port and container terminal

Co. Ltd.* business

Valspar Hai Hong Coatings PRC – 40% Manufacture and sale

(Shenzhen) Company of packaging coating

Limited*

* The financial statements of these companies were not audited by

Deloitte Touche Tohmatsu.

** In the opinion of the directors, the Group is in a position to exercise

significant infuence over CMSH. Accordingly, CMSH is regarded as

an associate of the Group.
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43. PARTICULARS OF PRINCIPAL ASSOCIATES – Continued

The above table only lists those associates of the Company which,

in the opinion of the directors, principally affected the results for

the year or formed a substantial portion of the net assets of the

Group. To give details of other associates would, in the opinion of

the directors, result in particulars of excessive length.

The followings are the results, assets and liabilities of the Group’s

significant associates:

According to the letters of undertaking and the joint venture

agreement with Modern Terminals Limited (“MTL”) and Asia

Airfreight Terminals Company Limited (“AAT”), two other major

associates, the Company has undertaken to avoid disclosure of

financial information of MTL and AAT.

CMSH CIMC Nan Shan SCT

2000 2000 1999 2000 1999 2000 1999

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Results for the year

Turnover 2,677,454 8,337,998 4,894,569 715,273 716,880 199,920 157,969

Profit for the year 145,219 414,563 310,308 53,170 83,724 88,065 46,229

Profit for the year

attributable to the Group 27,301 113,217 84,745 15,153 23,861 28,621 15,024

Financial position

Non-current assets 2,652,295 2,836,059 2,729,678 2,276,130 2,028,062 558,723 650,393

Current assets 2,157,770 3,316,457 3,401,987 1,079,867 1,102,361 324,534 192,708

Current liabilities (1,796,209) (2,979,520) (3,194,144) (664,130) (628,253) (33,067) (57,916)

Non-current liabilities (563,702) (725,070) (922,918) (448,333) (153,385) (21,046) (44,106)

Minority interest (445,752) (519,691) (442,394) (837,501) (970,204) – –

Net assets 2,004,402 1,928,235 1,572,209 1,406,033 1,378,581 829,144 741,079

Net assets attributable to

the Group 376,828 526,601 429,370 400,719 392,896 269,472 240,851
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44. PARTICULARS OF JOINTLY CONTROLLED ENTITIES

Particulars of the Group’s jointly controlled entities at 31 December

2000 are as follows:

Proportion of
nominal value

of issued capital or
registered capital

Nominal value held indirectly
of issued capital or by the Company

registered capital
Name of jointly controlled entity Principal activity

(i) Joint ventures which hold the operating
rights of the Guiliu Expressway in
Guangxi, PRC (the “Guiliu JVs”):

Guangxi Fushan Infrastructure HK$55,317,800 40% Operation of toll road
Facilities Co., Ltd.

Guangxi Guida Infrastructure Co., Ltd. HK$90,737,370 40% Operation of toll road

Guangxi Liugui Highway Co., Ltd. HK$92,563,400 40% Operation of toll road

Guangxi Liujing Highway Co., Ltd. HK$84,661,000 40% Operation of toll road

Guangxi Luqing Highway Construction HK$89,692,600 40% Operation of toll road
Co., Ltd.

Guangxi Machinery & Operation Co., Ltd. HK$84,126,200 40% Operation of toll road

Guangxi Rongzhu Highway Construction HK$83,443,000 40% Operation of toll road
Co., Ltd.

Guangxi Surface Operation Co., Ltd. HK$67,552,000 40% Operation of toll road

Guangxi Wanli Highway HK$92,453,900 40% Operation of toll road
Engineering Co., Ltd.

Guangxi Wushi Highway Co., Ltd. HK$66,732,800 40% Operation of toll road

Guangxi Xinya Engineering Co., Ltd. HK$73,232,200 40% Operation of toll road

Guangxi Zhenxing Infrastructure Co., Ltd. HK$49,317,000 40% Operation of toll road
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44. PARTICULARS OF JOINTLY CONTROLLED ENTITIES –

Continued

Proportion of
nominal value

of issued capital or
registered capital

Nominal value held indirectly
of issued capital or by the Company

registered capital
Name of jointly controlled entity Principal activity

(ii) Joint ventures which hold the operating

rights of the Guihuang Highway in

Guizhou, PRC (the “Guihuang JVs”):

Guizhou Jinguan Highway Co., Ltd. US$11,761,300 60% Operation of toll road

Guizhou Jinhua Highway Co., Ltd. US$11,372,100 60% Operation of toll road

Guizhou Pantao Highway Co., Ltd. US$10,204,320 60% Operation of toll road

Guizhou Yunguan Highway Co., Ltd. US$10,201,600 60% Operation of toll road

(iii) Joint ventures which hold the operating

rights of the Yuyao Highway in

Ningbo, PRC (the “Yuyao JVs”):

Ningbo Baoshun Infrastructure RMB54,304,000 60% Operation of toll road

Development Co. Ltd.

Ningbo Deshun Transportation RMB$79,696,000 60% Operation of toll road

Management Co. Ltd.

Ningbo Gangshun Communications RMB65,624,000 60% Operation of toll road

Development Co. Ltd.

Ningbo Longshun Roads Development RMB64,376,000 60% Operation of toll road

Co. Ltd.
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44. PARTICULARS OF JOINTLY CONTROLLED ENTITIES –

Continued

Proportion of
nominal value

of issued capital or
registered capital

Nominal value held indirectly
of issued capital or by the Company

registered capital
Name of jointly controlled entity Principal activity

Ningbo Yashun Roads & Bridges Co. Ltd. RMB26,345,000 60% Operation of toll road

Ningbo Yishun Roads Engineering RMB98,924,000 60% Operation of toll road

Co. Ltd.

(iv) Others:

Dichain Systems Limited HK$1,680,000 23.8% Investment holding

Twinbridge Development Corporation US$10,000 30% Investment in toll bridge

project

Zhangzhou China Merchants RMB240,000,000 49% Operation of berth

Port Company Limited No. 3 in the Zhengzhen

Economic Development

Zone, Fujian Province,

PRC
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44. PARTICULARS OF JOINTLY CONTROLLED ENTITIES –

Continued

The Group’s profit sharing entitlements in Guiliu JVs, Guihuang

JVs and Yuyao JVs differ from the proportion of the registered

capital held by the Group in these joint ventures for certain periods.

During the f i rst  10 to 15 years of the joint venture period as

specified in the respective joint venture agreements, the Group is

entitled to higher profit/cash sharing ratios than the proportion of

registered capital held by the Group. Thereafter, the profit/cash

sharing ratios of the Group will be the same as the proportion of

the registered capital held by the Group. In the opinion of the

directors, Guiliu JVs, Guihuang JVs and Yuyao JVs are effectively

jointly controlled and managed by the Group and the respective

PRC joint venture partners. Accordingly, these companies are

accounted for as jointly controlled entities of the Group.

The followings are the results, assets and liabilities of the Group’s

significant jointly controlled entities:

Guihuang Yuyao
Guiliu JVs JVs JVs Twinbridge JV

2000 2000 2000 2000 1999

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Results for the year

Turnover 116,544 55,760 25,668 – –

Profit for the year 46,980 37,239 11,224 115,078 62,922

Profit for the year

 attributable to the Group 41,586 34,814 10,101 34,523 18,877

Financial position

Non-current assets 2,592,493 911,125 888,565 1,736,035 1,634,757

Current assets 93,239 105,399 31,483 703 471

Current liabilities (8,651) (855) (3,826) (255) (145)

Non-current liabilities (1,275,955) (487,838) (538,040) (966,318) (979,996)

Net assets 1,401,126 527,831 378,182 770,165 655,087

Net assets attributable to

the Group 936,706 403,084 230,027 215,856 197,178


