
38

For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These accounts have been prepared in accordance with

all applicable Statements of Standard Accounting

Practice and Interpretations issued by the Hong Kong

Society of Accountants, accounting principles generally

accepted in Hong Kong and the requirements of the Hong

Kong Companies Ordinance. These accounts also comply

with the applicable disclosure provisions of the Rules

Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited. A summary of the

significant accounting policies adopted by the Group is

set out below.

(b) Basis of preparation of the accounts

The measurement basis used in the preparation of the

accounts is historical cost modified by the revaluation

of investment properties, and the marking to market of

certain investments in securities as explained in the

accounting policies set out below.

.

(a)

(b)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(c) Basis of consolidation

(i) The consolidated accounts include the accounts

of the Company and all 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 profit and

loss account from or to the date of their

acquisition or disposal, as appropriate. All

material intercompany transactions and balances

are eliminated on consolidation.

(ii) Capital reserve or goodwill on consolidation

representing the excess or deficit respectively of

the Group’s share of the fair value of the

separable net tangible assets of subsidiaries,

associates and jointly controlled entities at the

respective acquisition dates over the cost of

investments in these companies, is taken to capital

reserve in the year in which it arises. On disposal

of a subsidiary, an associate or a jointly

controlled entity during the year, the attributable

amount of capital reserve or goodwill is included

in the calculation of the profit or loss on disposal.

(d) Investment in subsidiaries

A subsidiary is a company in which the Group, directly

or indirectly, holds more than half of the issued share

capital, or controls more than half of the voting power,

or controls the composition of the board of directors.

.

(c)

(i)

(ii)

(d)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(d) Investment in subsidiaries  (continued)

Investment in subsidiaries in the Company’s balance

sheet are stated at cost less any provisions for diminution

in value which is other than temporary as determined

by the directors for each subsidiary individually. Any

such provisions are recognised as an expense in the profit

and loss account.

(e) Associates and jointly controlled entities

An associate is an entity in which the Group or Company

has significant influence, but not control or joint control,

over its management, including participation in the

financial and operating policy decisions.

A jointly controlled entity is an entity which operates

under a contractual arrangement between the Group or

Company and other parties, where the contractual

arrangement establishes that the Group or Company and

one or more of the other parties share joint control over

the economic activity of the entity.

Unless the interest in the associate or the jointly

controlled entity is acquired and held exclusively with a

view to subsequent disposal in the near future, an

investment in an associate or a jointly controlled entity

is accounted for in the consolidated accounts under the

equity method and is initially recorded at cost and

adjusted thereafter for the post acquisition change in

the Group’s share of the associate’s or the jointly

controlled entity’s net assets. The consolidated profit

and loss account reflects the Group’s share of the post-

acquisition results of the associates and jointly controlled

entities for the year.

.

(d)

(e)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(e) Associates and jointly controlled entities  (continued)

The carrying amount of the Group’s interest in associates

is reviewed periodically in order to assess whether there

is any indication that the interest in associates may be

impaired. If such an indication exists, the carrying

amount is reduced to the recoverable amount. The

amount of the reduction is recognised as an expense in

the profit and loss account.

Where the jointly controlled entity has a limited life,

the Group’s share of post-acquisitions results is adjusted

for the amortisation of the original cost on a systematic

basis over the joint venture period to the extent the

original cost is considered recoverable. Where the

carrying value of the interest is not thought to be

recoverable, provision is made to reduce the carrying

value to its recoverable amount.

Unrealised profits and losses resulting from transactions

between the Group and its associates and jointly

controlled entities are eliminated to the extent of the

Group’s interest in the associate or jointly controlled

entity, except where unrealised losses provide evidence

of an impairment of the asset transferred, in which case

they are recognised immediately in the profit and loss

account.

The results of the associates and jointly controlled

entities are included in the Company’s profit and loss

account to the extent of dividends received and

receivable, providing the dividend is in respect of a

period ending on or before that of the Company and the

Company’s right to receive the dividend is established

before the accounts of the Company are approved by

the directors. In the Company’s balance sheet, its

investments in associates and jointly controlled entities

are, stated at cost less any provisions for diminution in

value which is other than temporary as determined by

the directors for each associate or jointly controlled

entity individually. Any such provisions are recognised

as an expense in the profit and loss account.

.

(e)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(f) Other investments in securities

The Group’s and the Company’s policies for investments

in securities other than investments in subsidiaries,

associates and jointly controlled entities are as follows:

(i) Investments held on a continuing basis for an

identified long-term purpose are classified as

“investment securities”. Investment securities are

stated in the balance sheet at cost less any

provisions for diminution in value. Provisions are

made when the fair values have declined below

the carrying amounts, unless there is evidence

that the decline is temporary, and are recognised

as an expense in the profit and loss account, such

provisions being determined for each investment

individually.

(ii) All other securities (whether held for trading or

otherwise) are stated in the balance sheet at fair

value. Changes in fair value are recognised in

the profit and loss account as they arise.

Securities are presented as trading securities

when they were acquired principally for the

purpose of generating a profit from short term

fluctuations in price or dealer’s margin.

(iii) Profits or losses on disposal of investments in

securities are determined as the difference

between the estimated net disposal proceeds and

the carrying amount of the investments and are

accounted for in the profit and loss account as

they arise.

.

(f)

(i)

(ii)

(iii)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(g) Fixed assets

(i) Fixed assets are carried in the balance sheets on

the following bases:

– investment properties with an unexpired

lease term of more than 20 years are stated

in the balance sheet at their open market

value which is assessed annually by

external qualified valuers; and

– other fixed assets are stated in the balance

sheet  at cos t  less  accumula ted

depreciation.

(ii) Changes arising on the revaluation of investment

properties are generally dealt with in reserves.

The only exceptions are as follows:

– when a deficit arises on revaluation, it

will  be charged to the profit  and loss

account, if and to the extent that it exceeds

the amount held in the reserve in respect

of the portfolio of investment properties,

immediately prior to the revaluation; and

– when a surplus arises on revaluation, it

will  be credited to the profit  and loss

account, if and to the extent that a deficit

on revaluation in respect of the portfolio

of investment properties, had previously

been charged to the profit and loss

account.

.

(g)

(i)

(ii)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(g) Fixed assets  (continued)

(iii) The carrying amount of fixed assets (other than

investment properties with an unexpired lease

term of more than 20 years) is reviewed

periodically in order to assess whether the

recoverable amount has declined below the

carrying amount. When such a decline has

occurred, the carrying amount is reduced to the

recoverable amount. The amount of the reduction

is recognised as an expense in the profit and loss

account. In determining the recoverable amount,

expected future cash flows generated by the fixed

assets are not discounted to their present values.

When the circumstances and events that led to

the write-down or write-off cease to exist, any

subsequent increase in the recoverable amount

of an asset is written back to the profit and loss

account. The amount written back is reduced by

the amount that would have been recognised as

depreciation had the write-down or write-off not

occurred.

(iv) Subsequent expenditure relating to a fixed asset

that has already been recognised is added to the

carrying amount of the asset when it is probable

that future economic benefits, in excess of the

originally assessed standard of performance of

the existing asset, will flow to the enterprise. All

other subsequent expenditure is recognised as an

expense in the period in which it is incurred.

.

(g)

(iii)

(iv)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(g) Fixed assets  (continued)

(v) Gains or losses arising from the retirement or

disposal of a fixed asset are determined as the

difference between the estimated net disposal

proceeds and the carrying amount of the asset

and are recognised in the profit and loss account

on the date of retirement or disposal. On disposal

of an investment property, the related portion of

surpluses or deficits previously taken to the

investment properties revaluation reserve is also

transferred to the profit and loss account for the

year.

(h) Amortisation and depreciation

(i) No depreciation is provided on investment

properties with an unexpired lease term of over

20 years.

(ii) Depreciation is calculated to write off the cost

of other fixed assets over their estimated useful

lives as follows:

– leasehold land is depreciated on a straight

line basis over the remaining term of the

lease;

– buildings are depreciated on a straight line

basis over the shorter of their estimated

useful lives, being 50 years from the date

of completion, and the unexpired terms

of the leases; and

.

(g)

(v)

(h)

(i)

(ii)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(h) Amortisation and depreciation  (continued)

(ii)  (continued)

– other fixed assets are depreciated on a

straight line basis over their estimated

useful lives as follows:

Leasehold 10 years or over

improvements the remaining term

of the lease,

if shorter

Machinery and

equipment 5 to 15 years

Furniture and fixtures 5 to 10 years

Motor vehicles 4 to 12 years

Electronic equipment

and other fixed assets 10 years

(iii) No depreciation is provided in respect of

construction in progress.

.

(h)

(ii)

10

5 15

5 10

4 12

10

(iii)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(i) Revenue recognition

Provided it is probable that the economic benefits will

flow to the Group and the revenue and costs, if

applicable, can be measured reliably, revenue is

recognised in the profit and loss account as follows:

(i) Sale of goods

Revenue is recognised when goods are delivered

at the customers’ premises which is taken to be

the point in time when the customer has accepted

the goods and the related risks and rewards of

ownership. Revenue excludes value added or

other sales taxes and is after deduction of any

trade discounts.

(ii) Rental income from operating leases

Rental income receivable under operating leases

is recognised in the profit and loss account in

equal instalments over the accounting periods

covered by the lease term, except where an

alternative basis is more representative of the

pattern of benefits to be derived from the leased

asset. Lease incentives granted are recognised in

the profit and loss account as an integral part of

the aggregate net lease payments receivable.

Contingent rentals are recognised as income in

the accounting period in which they are earned.

.

(i)

(i)

(ii)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(i) Revenue recognition  (continued)

(iii) Income from securities dealing transactions

Income arising from securit ies dealing

transactions is recognised in the profit and loss

account on a trade date basis when the relevant

transactions are executed.

(iv) Dividends

– d iv idend  income f rom un l i s t ed

investments other than associates and

jointly controlled entities is recognised

when the shareholder’s right to receive

payment is established.

– dividend income from listed investments

is recognised when the share price of the

investment goes ex-dividend.

(v) Interest income

Interest income from bank deposits is accrued

on a time-apportioned basis on the principal

outstanding and at the rate applicable.

.

(i)

(iii)

(iv)

(v)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(j) Inventories

Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost

formula and comprises all costs of purchase, costs of

conversion and other costs incurred in bringing the

inventories to their present location and condition.

Net realisable value is the estimated selling price in the

ordinary course of business less the estimated costs of

completion and the estimated costs necessary to make

the sale.

When inventories are sold, the carrying amount of those

inventories is recognised as an expense in the period in

which the related revenue is recognised. The amount of

any write-down of inventories to net realisable value

and all losses of inventories are recognised as an expense

in the period the write-down or loss occurs. The amount

of any reversal of any write-down of inventories, arising

from an increase in net realisable value, is recognised

as a reduction in the amount of inventories recognised

as an expense in the period in which the reversal occurs.

(k) Deferred taxation

Deferred taxation is provided using the liability method

in respect of the taxation effect arising from all material

timing differences between the accounting and tax

treatment of income and expenditure, which are expected

with reasonable probability to crystallise in the

foreseeable future.

Future deferred tax benefits are not recognised unless

their realisation is assured beyond reasonable doubt.

.

(j)

(k)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(l) Translation of foreign currencies

Foreign currency transactions during the year are

translated into Hong Kong dollars at the exchange rates

ruling at the transaction dates. Monetary assets and

liabilities denominated in foreign currencies and the

accounts of those subsidiaries, associates and jointly

controlled entities whose books and records are

maintained in currencies other than Hong Kong dollars

are translated into Hong Kong dollars at the exchange

rates ruling at the balance sheet date. Exchange gains

and losses are dealt with in the profit and loss account,

except those arising from the translation at closing rates

of net investments in subsidiaries, associates and jointly

controlled entities, which are taken directly to reserve.

(m) Operating leases

Rentals payable under operating leases are accounted

for in the profit and loss account on a straight line basis

over the periods of the respective leases.

(n) Retirement costs

The Group operates a defined contribution scheme for

all eligible employees in Hong Kong and participates in

the retirement schemes operated by the relevant

authorities for the employees of the subsidiaries in the

PRC and the cost of these schemes is charged to the

profit and loss account. In addition, the Company also

participates in a master trust scheme provided by an

independent Mandatory Provident Fund service provider

to comply with the requirements under the Mandatory

Provident Fund Scheme Ordinance. Contributions paid

and payable by the Company to the scheme are charged

to the profit and loss account.

.

(l)

(m)

(n)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

1. SIGNIFICANT ACCOUNTING POLICIES  (continued)

(o) Borrowing costs

Borrowing costs are expensed in the profit and loss

account in the period in which they are incurred, except

to the extent that they are capitalised as being directly

attributable to the acquisition, construction or production

of an asset which necessarily takes a substantial period

of time to get ready for its intended use.

The capitalisation of borrowing costs as part of the cost

of a qualifying asset commences when expenditures for

the asset are being incurred, borrowing costs are being

incurred and activities that are necessary to prepare the

asset for its intended use or sale are in progress.

Capitalisation of borrowing costs is suspended or ceases

when substantially all the activities necessary to prepare

the qualifying asset for its intended use or sale are

interrupted or complete.

(p) Related parties

For the purposes of these accounts, parties are considered

to be related to the Group if the Group has the ability,

directly or indirectly, to control the party or exercise

significant influence over the party in making financial

and operating decisions, or vice versa, or where the

Group and the party are subject to common control or

common significant influence. Related parties may be

individuals or other entities.

(q) Cash equivalents

Cash equivalents are short-term, highly liquid

investments which are readily convertible into known

amounts of cash without notice and which were within

three months of maturity when acquired. For the

purposes of the cash flow statement, cash equivalents

would also include advances from banks repayable within

three months from the date of the advance.

.

(o)

(p)

(q)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

2. TURNOVER

The principal activity of the Company is investment holding.

The principal activities of the subsidiaries are set out in note

13 on the accounts.

Turnover represents the invoiced value of goods supplied to

customers and rental income and securities trading. The amount

of each significant category of revenue recognised in turnover

during the year is as follows:

2000 1999

$’000 $’000

Sale of timber products 454,564 621,199

Property rental 14,483 5,624

Securities trading 645 8,428

469,692 635,251

.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

3. SEGMENTAL INFORMATION

The analysis of the principal activities of the operations of the

Company and its subsidiaries during the financial year are as

follows:

Profit/(loss) from ordinary

activities before taxation

Group turnover

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Principal activities

Manufacture and sale

of timber products 454,564 621,199 (27,213) (450,270)

Property rental 14,483 5,624 3,194 1,721

Securities trading 645 8,428 (1,759) 1,877

469,692 635,251 (25,778) (446,672)

Head office and others (56,061) (66,442)

(81,839) (513,114)

Share of net loss

before taxation of associates (325,781) (382,324)

Share of deficit on revaluation

of investment properties

of associates (16,297) (64,020)

Provision for interest in associate (543,042) –

Share of profits/(losses) of jointly

controlled entity 13,176 (16,750)

(953,783) (976,208)

.



54

For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

3. SEGMENTAL INFORMATION  (continued)

In view of the fact that the Group operates mainly in the People’s

Republic of China (“PRC”), no geographical segmental

information is presented.

4. OTHER REVENUE

.

.

2000 1999

$’000 $’000

Gain on disposal of other investment (Note) 53,622 –

Gain on disposal of fixed assets 2,216 –

Interest income 776 6,432

Dividend income from unlisted securities 5 25,987

Dividend income from listed securities – 157

Others 2,732 858

59,351 33,434

Note: The amount represents the gain on disposal of an 80% interest
in a sino-foreign joint venture engaged in the operation of a
toll road in the PRC.

80%
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

5. LOSS FROM ORDINARY ACTIVITIES BEFORE

TAXATION

Loss from ordinary activities before taxation is arrived at after

charging/(crediting):

2000 1999

$’000 $’000

(a) Finance costs: (a)

Interest on bank advances

and other borrowings 114,430 99,068

(b) Other items: (b)

Cost of inventories* * 416,608 609,471

Staff costs (including retirement costs

of $2,995,000 (1999: $2,751,000)) 2,995,000

2,751,000 48,783 63,013

Amortisation and write off

of pre-operating expenses

and development costs – 20,917

Amortisation of non-current financial

assets 7,300 8,000

Amortisation of investment in jointly

controlled entity 2,377 2,377

Exchange loss 655 3,705

Auditors’ remuneration 1,334 1,351

Depreciation 23,094 39,749

Operating lease charges for premises 3,997 4,519

Rentals receivable from investment

properties less outgoings 1,006,000
of $1,006,000 (1999: $313,000) 313,000 (13,477) (5,311)

Loss on sale of fixed assets – 7,594

.

* Cost of inventories include $43,219,000 (1999: $72,712,000)
relating to staff costs, depreciation expenses and operating lease
charges, which amount is also included in the  respective total
amounts disclosed separately above for each of these types of
expenses.

* 43,219,000
72,712,000
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

6. SHARE OF RESULTS OF ASSOCIATES

2000 1999

$’000 $’000

Share of net loss before taxation

– Listed associate (410,198) (427,412)

– Unlisted associates 84,417 45,088

(325,781) (382,324)
---------------- ----------------

Share of deficit on revaluation of investment

properties

– Listed associate (16,297) (25,328)

– Unlisted associates – (38,692)

(16,297) (64,020)
---------------- ----------------

(342,078) (446,344)

7. TAXATION

(a) Taxation in the consolidated profit and loss account

represents:

2000 1999

$’000 $’000

Overprovision of Hong Kong Profits Tax

in respect of prior years – 8

Provision for PRC income tax on the

estimated taxable profits for the year (1,022) (254)

(1,022) (246)

Share of associates’ taxation 613 (13,957)

(409) (14,203)

.

.

(a)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

7. TAXATION  (continued)

(a) (continued)

No provision for Hong Kong Profits Tax has been made

in the accounts as the Group sustained a loss for Hong

Kong Profits Tax purposes during the year. Taxation for

PRC operations is charged at the appropriate current

rates of taxation ruling in the PRC.

(b) None of the taxation payable in the consolidated balance

sheet is expected to be settled after more than 1 year.

(c) At the balance sheet date, the Group (excluding its

subsidiaries in the PRC) had an unrecognised deferred

tax asset of $940,000 (1999: $910,000) which represents

the tax effect of timing differences arising as a result of

tax losses available to set off future assessable profits.

In addition, the Group’s PRC subsidiary had an

unrecognised deferred tax asset of approximately

$4,555,000 (1999: $3,530,000) representing the

maximum benefit from unutilised tax losses which can

be carried forward up to five years from the year in

which the loss was originated to offset future taxable

profits. These deferred tax assets have not been

recognised in the accounts as it is not certain that the

benefit will be realised in the foreseeable future. The

Group had no significant unprovided deferred taxation

for the year or at the balance sheet date.

.

(a)

(b)

(c)
940,000

910,000

4,555,000
3,530,000
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

8. DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section 161 of

the Hong Kong Companies Ordinance is as follows:

2000 1999

$’000 $’000

Fees 245 245

Salaries and other emoluments 6,804 10,209

Retirement scheme contributions 109 161

7,158 10,615

Included in the directors’ remuneration were fees of $245,000

(1999: $245,000) paid to independent non-executive directors

during the year.

The remuneration of the directors is within the following bands:

Number of directors

2000 1999

$0 – $1,000,000 0 1,000,000 12 10

$1,000,001 – $1,500,000 1,000,001 1,500,000 – 1

$1,500,001 – $2,000,000 1,500,001 2,000,000 3 2

$3,000,001 – $3,500,000 3,000,001 3,500,000 – 1

15 14

.

161

245,000
245,000



59

For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

9. INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments, four (1999:

all) are directors whose emoluments are disclosed in note 8.

The emoluments in respect of the other one (1999: Nil)

individual are as follows:

.

2000 1999

$’000 $’000

Salaries and other emoluments 469 –

Discretionary bonuses 107 –

Retirement scheme contributions 222 –

798 –

10. LOSS FOR THE YEAR

The loss for the year includes a loss of $975,286,000 (1999:

$749,493,000) which has been dealt with in the accounts of the

Company.

11. LOSS PER SHARE

(a) Basic loss per share

The calculation of basic loss per share is based on the

loss for the year of $947,386,000 (1999: $887,593,000)

and the weighted average of 2,548,311,700 ordinary

shares (1999: 2,360,551,543 ordinary shares) in issue

during the year.

(b) Diluted loss per share

Diluted loss per share is not shown as all the potential

ordinary shares are anti-dilutive.

.

975,286,000
749,493,000

.

(a)

947,386,000
887,593,000

2,548,311,700
2,360,551,543

(b)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

12. FIXED ASSETS

(a) The Group

Motor

Leasehold vehicles,

improve- electronic

ments, equipment

furniture and other

Machinery and fixtures fixed assets

Land and and Construction Investment

buildings equipment in progress Sub-total properties Total

$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Cost or valuation:

At 1 January 2000 479,853 352,413 9,182 54,278 1,471 897,197 249,873 1,147,070

Exchange adjustments 922 1,009 (85) 184 6 2,036 1,326 3,362

Additions – 349 75 988 1,613 3,025 – 3,025

Transfer 134 198 – 27 (359) – – –

Disposals (3,895) (2,526) – (3,013) – (9,434) – (9,434)

Deficit on revaluation (note d) d – – – – – – (5,500) (5,500)

At 31 December 2000 477,014 351,443 9,172 52,464 2,731 892,824 245,699 1,138,523- - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - --

Representing:

Cost (note f) f 477,014 351,443 9,172 52,464 2,731 892,824 2,341 895,165

Valuation – 2000 (note d and e) d e – – – – – – 243,358 243,358

477,014 351,443 9,172 52,464 2,731 892,824 245,699 1,138,523

Aggregate depreciation:

At 1 January 2000 246,661 209,474 2,375 30,425 – 488,935 – 488,935

Exchange adjustments 183 407 (18) 84 – 656 – 656

Charge for the year 7,628 12,100 239 3,127 – 23,094 – 23,094

Written back on disposal (1,057) (1,805) – (2,503) – (5,365) – (5,365)

At 31 December 2000 253,415 220,176 2,596 31,133 – 507,320 – 507,320- - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - -- - - - -- - -- - - --

Net book value:

At 31 December 2000 223,599 131,267 6,576 21,331 2,731 385,504 245,699 631,203

At 31 December 1999 233,192 142,939 6,807 23,853 1,471 408,262 249,873 658,135

.

(a)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

12. FIXED ASSETS  (continued)

(b) The Company

Machinery Furniture

Leasehold and and

improvements equipment fixtures Motor

vehicles Total

$’000 $’000 $’000 $’000 $’000

Cost:

At 1 January 2000

1,523 1,343 511 260 3,637

Additions – 17 – – 17

Disposals – (3) – – (3)

At 31 December 2000

1,523 1,357 511 260 3,651
------------ ------------ ------------ ------------ ------------

Aggregate

depreciation:

At 1 January 2000

350 674 316 162 1,502

Charge for the year 153 230 49 65 497

At 31 December 2000

503 904 365 227 1,999
------------ ------------ ------------ ------------ ------------

Net book value:

At 31 December 2000

1,020 453 146 33 1,652

At 31 December 1999

1,173 669 195 98 2,135

.

(b)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

12. FIXED ASSETS  (continued)

(c) The analysis of net book value of properties is as follows:

The Group

2000 1999

$’000 $’000

In the PRC

Hong Kong:

Long leases 170,447 177,993

Other parts in the PRC:

Medium leases 268,298 270,573

Long leases 30,553 34,499

469,298 483,065

(d) Investment properties of the Group situated in Hong

Kong were revalued at 31 December 2000 by AA

Property Services Ltd., who have among their staff

Associates of Hong Kong Institute of Surveyors, on an

open market value basis calculated on net rental income

allowing for reversionery potential. The revaluation

deficit of investment properties of $5,500,000 has been

charged to the profit and loss account. The carrying

value of these investment properties at 31 December

2000 is $92,500,000.

.

(c)

(d)

5,500,000

92,500,000
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

12. FIXED ASSETS  (continued)

(e) An investment property situated in the PRC held on

medium lease was revalued at 31 December 2000 by

DTZ Debenham Tie Leung Limited, who have among

their staff Associates of Hong Kong Institute of

Surveyors, on an open market value basis calculated on

net rental income allowing for reversionery potential.

The valuation is the same as the cost of this investment

property in the amount of $150,858,000.

(f) The other investment property situated in the PRC held

on medium lease was not revalued as at 31 December

2000 by independent professional valuers since the

directors considered that any surplus or deficit on

revaluation will not be significant to the Group and the

costs involved would outweigh the benefits. The

investment property is stated in the accounts at its cost

of $2,341,000.

.

(e)

150,858,000

(f)

2,341,000
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

13. INTEREST IN SUBSIDIARIES

The Company

2000 1999

$’000 $’000

Unlisted shares, at cost 751,077 648,158

Amounts due from subsidiaries 2,297,680 2,103,855

3,048,757 2,752,013

Provision (1,920,000) (1,000,000)

1,128,757 1,752,013

Amounts due to subsidiaries (19,214) (11,046)

1,109,543 1,740,967

Amounts due from/(to) subsidiaries are unsecured, interest free

and have no fixed repayment terms.

.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

13. INTEREST IN SUBSIDIARIES (continued)

The following list contains only the particulars of subsidiaries

which principally affected the results, or assets or liabilities of

the Group. The class of shares held is ordinary unless otherwise

stated.

Proportion of ownership interest

Place of

incorporation/ Issued/ Group’s held by held by

establishment registered effective the the Principal

Name of company and operation capital holding Company Subsidiaries activity

Everbright Timber PRC US$45,525,860 77.12% – 100% Manufacture

Industry (Shenzhen) 45,525,860 and sale

Co. Ltd. # of timber

products

#

On Land Limited Hong Kong $2 100% – 100% Property

2 investment

Sino Villa Holdings British Virgin US$1 100% 100% – Property

Limited Islands(“BVI”)/PRC 1 investment

(“Sino Villa”)

# Registered under the laws of the PRC as foreign investment
enterprise.

.

#



66

For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

14. INTEREST IN ASSOCIATES

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Listed investment (note 14(a)) (a) 150,979 1,142,781 – –

Unlisted investments (note 14(b)) (b) 808,135 649,489 652,491 652,491

959,114 1,792,270 652,491 652,491

The following list contains only the particulars of associates,

which principally affected the results or assets of the Group.

Proportion of ownership interest

Place of

incorporation/ Group’s held by held

establishment effective the by Principal

Name of company and operation interest Company Subsidiaries activity

Hong Kong Construction Hong Kong/ 35% – 35% Construction

(Holdings) Limited PRC and property

(“HK Construction”) development/

(note i) investment

i

Hong Kong Shanghai Western 25% 25% – Investment

Development Co Ltd Samoa/PRC holding

(“HK Shanghai”)

(note ii)

ii

Newton Industrial BVI/PRC 44.12% 44.12% – Investment

Limited (“Newton”) holding

(note iii)

(iii)

.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

14. INTEREST IN ASSOCIATES  (continued)

Notes:

(i) HK Construction is listed on The Stock Exchange of Hong
Kong Limited.

(ii) HK Shanghai holds an 99% equity interest in Shanghai Gang
Hu Properties Co., Ltd, a sino-foreign joint venture established
in the PRC which is engaged in property development projects
in the PRC.

(iii) Newton holds a 34% equity interest in Shenzhen Mawan Power
Co. Ltd, a sino-foreign joint venture established in the PRC
which currently operates two power plants in Shenzhen, the
PRC.

(a) Listed investment

The Group

2000 1999

$’000 $’000

Shares listed in Hong Kong
Share of net assets 733,248 1,154,615
Less: Provision (543,042) –

190,206 1,154,615
Amount due to an associate (39,227) (11,834)

150,979 1,142,781

Market value of listed shares 190,206 502,180

.

(i)

(ii)
99%

(iii) Newton
34%

(a)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

14. INTEREST IN ASSOCIATES  (continued)

Notes: (continued)

(a) Listed investment (continued)

HK Construction and its subsidiaries (the “HK Construction
group”) incurred a loss of $1,153 million (1999: $1,213 million)
for the year ended 31 December 2000 and had net current
liabilities of $1,812 million as at that date. As a result, the HK
Construction group is having liquidity problems and is in
default under the terms of its various loan and banking facility
agreements. A 40% associate of the HK Construction group
has agreed with a third party for the disposal of its interest in
a power plant in the PRC for a consideration of $1,000 million.
Deposits totalling $555 million have been received subsequent
to the year end subject to the completion of a formal sale and
purchase agreement. The directors of HK Construction are
confident that the sale of the power plant will be completed
resulting in substantial external funding to the HK Construction
group. The directors of HK Construction are currently in active
negotiations with their bankers to formalise a standstill
arrangement, to restructure the repayment of the HK
Construction group’s indebtedness and to agree a plan to
gradually dispose of certain of its property interests. The
directors of HK Construction believe that ongoing support from
their bankers will be forthcoming and the disposal of the above-
mentioned interest in power plant will be finalised and the
balance of the proceeds will be received in full. They are
confident that the funds generated from the said disposal
together with the other measures to be taken under the debt
restructuring plan will enable the HK Construction group to
continue in operational existence in the foreseeable future.
Accordingly the accounts of the HK Construction group for
the year ended 31 December 2000, on which the amounts of
the share by the Group of the associate’s loss for the year
ended 31 December 2000 and net assets as at that date were
based, have been prepared on a going concern basis. Should
the HK Construction group be unable to continue in business
as a going concern, adjustments would have to be made to
restate the values of the assets to their recoverable amounts, to
provide for any further liabilities which might arise and to
reclassify non-current assets and liabilities as current. The effect
of these adjustments have not been reflected in the accounts of
the HK Construction group and thus not been reflected in the
Group’s share of the associate’s loss for the year ended 31
December 2000 and net assets as at that date.

The Group is currently negotiating with an independent third
party in connection with a possible disposal of its interest in
HK Construction. The negotiation is still progressing and it is
not certain as to whether an agreement will be reached.

.

(a)

11.53
12.13

18.12

40%

10
5.55
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

14. INTEREST IN ASSOCIATES  (continued)

Notes: (continued)

(a) Listed investment (continued)

Having regard to the above circumstances, the directors of the
Company consider that there is an indication of an impairment
in the value of the Group’s interest in HK Construction and
have made a provision of $543 million to reduce the carrying
value of such interest to its estimated recoverable amount on
the basis that the HK Construction group will  be able to
continue in business as a going concern. In estimating the
recoverable amount of the Group’s interest in HK Construction,
the directors of the Company have also considered the
possibility of HK Construction’s successful debt restructuring,
the possible results of the recent negotiation on the proposed
disposal and the market price of HK Construction’s shares as
at 31 December 2000. Should the HK Construction group be
unable to continue in business as a going concern, adjustments
would have to be made to the estimated recoverable amount.

(b) Unlisted investments

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Unlisted shares, at cost – – 432,085 432,085
Share of net assets 321,226 162,580 – –
Amount due from associate 486,909 486,909 486,909 486,909
Provision – – (266,503) (266,503)

808,135 649,489 652,491 652,491

.

(a)

5.43

(b)

Amount due from associate is unsecured, interest free and has
no fixed terms of repayment.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

14. INTEREST IN ASSOCIATES  (continued)

(c) Additional financial information in respect of the Group’s
associates is given as follows:

2000 1999

$’000 $’000

(i) Operating results (i)
Turnover 1,950,519 3,059,964
Depreciation 4,466 4,422
Loss before taxation (975,496) (1,087,507)
Loss after taxation (970,160) (1,123,975)

Group’s share of net loss after
taxation for the year attributable
to associates (325,168) (396,281)

Group’s share of deficit on revaluation
of investment properties (16,297) (64,020)

(ii) Balance sheet (ii)
Long term assets 7,321,966 7,647,107
Current assets 2,325,749 3,772,129
Current liabilities (4,165,707) (3,327,383)
Long term liabilities (2,605,805) (4,389,744)
Minority interests (78,300) (63,486)

Net assets 2,797,903 3,638,623

Group’s share of net assets
attributable to associates 1,054,474 1,317,195

.

(c)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

15. INTEREST IN JOINTLY CONTROLLED ENTITY

The Group

2000 1999

$’000 $’000

Share of net assets 63,365 49,808

Amount due from jointly controlled

entity (net) 277,685 85,328

Less:  Amortisation (6,778) (4,401)

334,272 130,735

The net amount due from jointly controlled entity is unsecured,

interest-free and not expected to be settled within one year.

Details of the Group’s interest in jointly controlled entity are

as follows:

Form of Particulars Proportion

business Country of of registered of ownership Principal

Name of joint venture structure incorporation capital interest activity

Fuzhou Guang Min Incorporated PRC Rmb472,910,000 Notes Development,

Road and Bridge construction,

Construction & 472,910,000 operation and

Development Co., maintenance of

Ltd (“FZGM”) a toll road and

a toll bridge

.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

15. INTEREST IN JOINTLY CONTROLLED ENTITY  (continued)

Notes:

(1) Pursuant to the co-operative joint venture agreement, FZGM
was established under the laws of PRC to develop, construct,
operate and maintain a toll bridge and a toll road and related
facilities in Fuzhou, the PRC. FZGM has an operating period
of 28 years commencing from May 1998. The total development
and construction costs of the project are estimated to be
RMB1,419 million (approximately $1,326 million).

Greenway Venture Limited (“Greenway”), the foreign joint
venture partner of FZGM is committed to contribute to the full
amount of the total development and construction costs whilst

 (“the PRC joint venture
partner”) will contribute the relevant toll road and toll bridge
rights. The Group owns an 80% equity interest in Greenway.

(2) Under the joint venture agreement and the Articles of
Association of FZGM, neither the Group nor the PRC joint
venture partner has the required number of representatives in
FZGM’s board of directors in order for either one of them to
control FZGM. In view of the above, FZGM is considered to
be a jointly controlled entity.

(3) In 1999, the construction work of the toll road was suspended
as a result of a change in project plan. The construction of the
toll bridge is expected to be completed by the end of year
2001. The Group is currently negotiating new terms of co-
operation with the PRC joint venture partner. However, the
existing terms of the agreement were still valid at 31 December
2000.

(4) According to the agreement, FZGM agreed to enter into an
operation and management agreement with the PRC joint
venture partner whereby the PRC joint venture partner will
also be the operating company of the toll bridge and the toll
road (“Operating Company”). According to the agreement, the
Operating Company agreed to pay FZGM an annual operating
right fee at approximately 18% of the investment made by the
Group from the 1st year to the 13th year of the joint venture
period. On the other hand, FZGM agreed to distribute its return
from the Operating Company to the Group at a fixed sum
equals to approximately 18% of the investment made by the
Group during the first 3 years of the joint venture period. For
the period from the 4th year to the 13th year of the joint
venture period, the Group will annually receive an agreed sum
together with 20% of any portion of the distributable income
of FZGM in excess of the said agreed sum, with the remaining
80% of the excess portion to be distributed to the PRC joint
venture partner. For the period from the 14th year to the 28th
year of the joint venture period, the Group will receive an
annual return of 72% of the distributable income of FZGM,
with the remaining 28% to be distributed to the PRC joint
venture partner.

.

(1)

14.19 13.26

Greenway Venture
Limited Greenway 80%
Greenway

(2)

(3)

(4)

18%

18%

20%
80%

72% 28%
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

15. INTEREST IN JOINTLY CONTROLLED ENTITY  (continued)

Notes: (continued)

(5) As the Group is not entitled to share the net assets of FZGM at
the end of joint venture period, amortisation is made on a
systematic basis to write off the carrying value over the joint
venture period.

16. OTHER FINANCIAL ASSETS

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Unlisted equity securities

– in Hong Kong 27,920 27,920 8,145 8,145

– outside Hong Kong 17,040 230,267 13,740 226,981

Amortisation – (16,000) – (16,000)

44,960 242,187 21,885 219,126

(a) Unlisted equity securities in (a)
Hong Kong

Investments, at cost 8,420 8,420 8,145 8,145

Amount due from investee 19,500 19,500 – –

27,920 27,920 8,145 8,145

(b) Unlisted equity securities (b)
outside Hong Kong

Investments, at cost 16,949 137,514 13,649 134,235

Less: Amortisation – (16,000) – (16,000)

Loan to investee – 88,823 – 88,823

Amounts due from investee 91 3,930 91 3,923

17,040 214,267 13,740 210,981

.

(5)

.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

16. OTHER FINANCIAL ASSETS  (continued)

The loan to and amounts due to/from investees are unsecured,

interest free and has no fixed terms of repayment.

Unlisted equity securities outside Hong Kong in 1999 included

an equity interest of 90% in Mowbary Resources Limited

(“Mowbary”) at a carrying value of approximately $193,000,000

including cost of investment and amount due from investee

(net of amortisation). Mowbary holds an 80% interest in a sino-

foreign joint venture engaged in the operation of a toll road in

the PRC. According to the sale and purchase agreement dated

29 September 1997 for the acquisition by the Group in Mowbary

from the then shareholders of Mowbary (the “Vendor”), the

Group is guaranteed by the Vendor a fixed return of 15% per

annum on the total purchase consideration regardless of the

operating results of Mowbary for the joint venture period. The

Group does not participate in the management of the joint

venture. As the joint venture has a limited life, the original cost

of acquisition is amortised on a systematic basis over the joint

venture period. In view of the above income arrangement, it

was considered more appropriate to account for such investment

as other non-current financial assets and stated at cost less

amortisation. The Group disposed of its entire 80% interest in

the sino-foreign joint venture during the year.

.

Mowbary Resources
Limited Mowbary 90%

193,000,000

Mowbary
80%

Mowbary
Mowbary

15%
Mowbary

80%
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

17. INVENTORIES

The Group

2000 1999

$’000 $’000

Raw materials 30,517 46,470

Work in progress 8,139 14,499

Finished goods 29,701 31,473

Goods in transit 188 –

68,545 92,442

Included in raw materials, work in progress and finished goods

are inventories of $62,549,000 (1999: $58,592,000) stated net

of a general provision, made in order to state those inventories

at the lower of their cost and estimated net realisable value.

18. DEBTORS, OTHER RECEIVABLES, DEPOSITS AND

PREPAYMENTS

The amounts are expected to be recovered within one year

except for the deposits of $2,900,000 (1999: $2,700,000) which

are expected to be recovered after more than one year.

.

62,549,000
58,592,000

.

2,900,000 2,700,000
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

18. DEBTORS, OTHER RECEIVABLES, DEPOSITS AND

PREPAYMENTS (continued)

Included in debtors, other receivables, deposits and prepayments

are trade debtors (net of provisions for bad and doubtful debts)

with the following ageing analysis:

The Group

2000 1999

$’000 $’000

Current 73,453 93,886

1 to 6 months overdue 1 6 16,132 11,938

More than 6 months but less than 6
12 months overdue 12 1,882 4,400

More than 12 months overdue 12 901 3,456

92,368 113,680

Debts are usually due within 30 days from the date of billing.

19. CASH AND CASH EQUIVALENTS

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Deposits with banks 5,000 – 5,000 –

Cash at banks and in hand 257,518 22,899 6,434 1,034

262,518 22,899 11,434 1,034

.

30

.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

20. BANK LOANS

At 31 December 2000, the bank loans were repayable as follows:

At 31 December 2000, the bank loans were analysed as follows:

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Bank loans

– secured 313,962 295,616 295,105 274,022

– unsecured 354,290 363,253 – –

668,252 658,869 295,105 274,022

Certain bank facilities of the Group are secured by mortgages

on land and buildings, listed shares of an associate and first

floating charges on certain assets of the Group.

.

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Within 1 year or on demand 668,252 598,142 295,105 274,022

After 1 year but within 2 years – 60,727 – –

668,252 658,869 295,105 274,022
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

21. LOANS FROM ULTIMATE HOLDING COMPANY

At 31 December 2000, the loans from ultimate holding company

were repayable as follows:

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Within 1 year 47,241 – 47,241 –

After 1 year but within 2 years 627,862 523,102 469,529 420,164

675,103 523,102 516,770 420,164

The loans are unsecured and bear interest from 7.5% to 9.3%

per annum. The interest rates are generally based on Hong

Kong Interbank Offering Rate or London Interbank Offering

Rate plus 2%.

22. OTHER LOANS

The loans are unsecured, bear interest at 8.5% per annum and

are repayable on demand.

.

7.5%
9.3%

2%

.

8.5%
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

23. CREDITORS AND ACCRUED EXPENSES

Included in creditors and accrued expenses are trade creditors

with the following ageing analysis:

The Group

2000 1999

$’000 $’000

Due within 1 month or on demand 15,107 31,027

Due after 1 month but within 3 months 6,027 –

21,134 31,027

.

24. SHARE CAPITAL

2000 1999

No. of No. of

shares shares

’000 $’000 ’000 $’000

Authorised:

Ordinary shares of 0.10
$0.10 each 5,000,000 500,000 5,000,000 500,000

Issued and fully paid:

At 1 January 2,548,312 254,831 2,356,344 235,634

New shares issued – – 191,968 19,197

At 31 December 2,548,312 254,831 2,548,312 254,831

.
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

24. SHARE CAPITAL (continued)

(a) Pursuant to an ordinary resolution passed on 30

September 1993, a share option scheme was approved

and the directors may, at their discretion, invite any

employee or director of the Group, including directors

of any company in the Group, to take up options to

subscribe for ordinary shares of the Company. The

exercise price of options are determined by the board

and will not be less than 80 per cent of the average of

the closing prices of the ordinary shares on the Stock

Exchange on the five trading days immediately preceding

the date of offer of the option granted to such grantee

or the nominal value of the shares, whichever is the

higher.

The maximum number of ordinary shares in respect of

which options may be granted under the scheme may

not exceed 10% of the issued capital of the Company,

excluding any shares issued on exercise of options from

time to time.

At 31 December 2000, the outstanding share options

granted under the share option scheme to subscribe for

18,474,800 ordinary shares (1999: 74,196,200 shares)

are exercisable during the period from 2 May 1994 to

29 September 2003. The price per share to be paid on

exercise of these options ranges from $0.48 to $5.22.

.

(a)

18 ,474 ,800
74,196,200

0.48 5.22



81

For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

24. SHARE CAPITAL (continued)

(a) (continued)

A summary of the share options granted under the share

option scheme is follows:

Number of Number of

share options share options

outstanding as at outstanding as at

1 January 2000 31 December 2000

Granted Cancelled

Exercise price during during

per share the year the year

$5.22 69,446,200 – (55,471,400) 13,974,800

$2.23 2,000,000 – – 2,000,000

$0.86 750,000 – (750,000) –

$0.758 2,000,000 – – 2,000,000

$0.48 – 500,000 – 500,000

74,196,200 500,000 (56,221,400) 18,474,800

.

(a)

No option was exercised during the year.
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Notes on the Accounts 

25. RESERVES

(a) The Group

.

(a)

Reserve/
(goodwill) Exchange Revaluation
arising on differences Capital reserves

consolidation arising on redemption of land and
Share translation reserve buildings Accumulated

premium losses Total

$’000 $’000 $’000 $’000 $’000 $’000 $’000

At 1 January 1999 2,694,420 (302,411) (3,796) 70 243 (96,897) 2,291,629
Premium arising from issue of

shares, net of expenses 122,859 – – – – – 122,859
Share of goodwill of an associate – 1,683 – – – – 1,683
Capital reserve arising from

acquisition of a subsidiary – 7,335 – – – – 7,335
Exchange reserve written back

on disposal of an associate – – (61) – – – (61)
Share of exchange reserve of

associates – – (2,187) – – – (2,187)
Exchange differences on

translation of accounts of
subsidiaries, associates and
jointly controlled entity – – 477 – – – 477

Loss for the year – – – – – (887,593) (887,593)

At 31 December 1999 2,817,279 (293,393) (5,567) 70 243 (984,490) 1,534,142

At 1 January 2000 2,817,279 (293,393) (5,567) 70 243 (984,490) 1,534,142
Adjustment of goodwill of an

associate – 109,129 – – – – 109,129
Share of exchange reserve of

associates – – (2,219) – – – (2,219)
Exchange differences on

translation of accounts of
subsidiaries, associates and
jointly controlled entity – – 1,772 – – – 1,772

Loss for the year – – – – – (947,386) (947,386)

At 31 December 2000 2,817,279 (184,264) (6,014) 70 243 (1,931,876) 695,438

Accumulated loss of the Group can be analysed as follows:

2000 1999

$’000 $’000

Company and its subsidiaries (887,188) (296,259)
Associates (1,041,114) (671,481)
Jointly controlled entity (3,574) (16,750)

(1,931,876) (984,490)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

25. RESERVES (continued)

(a) The Group  (continued)

(i) The application of the share premium account is

governed by Section 48B of the Hong Kong

Companies Ordinance.

(ii) The capital reserves, exchange reserves and

revaluation reserves have been set up and will be

dealt with in accordance with the accounting

policies adopted for goodwill arising on

subsidiaries, associates and jointly controlled

entity, foreign currency translation and the

revaluation of investment properties.

(iii) In accordance with the relevant PRC rules and

regulations applicable to foreign investment

enterprises established in the PRC, the Group’s

PRC subsidiaries are required to transfer 10 per

cent of profits reported in its accounts prepared

in accordance with accounting principles

generally accepted in the PRC to a statutory

reserve account. Statutory reserve can be used to

make good previous years’ losses, provided that

the balance after such offset is not less than 25

per cent of the registered capital. This reserve is

non-distributable other than in liquidation. At 31

December 2000, the accumulated losses of the

Group include statutory reserve of PRC

subsidiaries amounting to $12,329,000 (1999:

$12,329,000).

.

(a)

(i) 48B

(ii)

(iii)

10%

25%

12,329,000
12,329,000
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

25. RESERVES (continued)

(b) The Company

Capital

redemption

Share reserve Accumulated

premium losses Total

$’000 $’000 $’000 $’000

At 1 January 1999 2,694,420 70 (395,678) 2,298,812

Premium arising from issue

of shares, net of expenses 122,859 – – 122,859

Loss for the year – – (749,493) (749,493)

At 31 December 1999

2,817,279 70 (1,145,171) 1,672,178

At 1 January 2000 2,817,279 70 (1,145,171) 1,672,178

Loss for the year – – (975,286) (975,286)

At 31 December 2000

2,817,279 70 (2,120,457) 696,892

The application of the share premium account is

governed by Section 48B of the Hong Kong Companies

Ordinance.

The aggregate amount of reserves available for

distribution to shareholders of the Company at 31

December 2000 was nil (1999: $nil).

.  

(b)

48B
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

26. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT

(a) Reconciliation of operating loss to net cash outflow
from operating activities

2000 1999

$’000 $’000

Operating loss (81,839) (513,114)
Provision for impairment

of fixed assets – 289,697
Deficit on revaluation of investment

properties 5,500 2,000
Interest income (776) (6,432)
Interest expenses 114,430 99,068
Income from listed and unlisted

investments (5) (26,144)
Depreciation of fixed assets 23,094 39,749
(Gain)/loss on sale of fixed assets (2,216) 7,594
Amortisation and write off

of intangible assets – 20,917
Amortisation of other non-current

financial assets 7,300 8,000
Amortisation of investment in jointly

controlled entity 2,377 2,377
Provision for diminution in value

of unlisted investment – 16
(Gain)/loss on disposal

of subsidiaries, associates
and non-current financial assets
(net) (53,622) 476

Decrease in inventories 23,897 94,927
Decrease/(increase) in listed

securities in Hong Kong 2,376 (118)
Increase in amount due from a jointly

controlled entity (192,357) (85,328)
Decrease in debtors, other receivables,

deposits and prepayments 45,852 185,051
Decrease/(increase) in amounts due

(to)/from associates 27,393 (129,275)
Decrease in creditors and accrued

expenses (67,260) (49,234)
Increase in amounts due from fellow

subsidiaries (26,165) (62,601)
Exchange adjustment (4,505) (423)
Decrease in amounts due

from investees 3,839 1,673
Increase/(decrease) in amounts

due to ultimate holding company 40,029 (2,107)

Net cash outflow from operating
activities (132,658) (123,231)

.

(a)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

26. NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT  (continued)

(b) Analysis of changes in financing

Bank loans

Share Share and other

capital premium borrowings

$’000 $’000 $’000

At 1 January 1999 235,634 2,694,420 1,144,128

Issue of shares as total

consideration of the Sino Villa 100%
acquisition of a 100%

interest in Sino Villa 19,197 122,859 –

New bank loans and

other borrowings – – 1,194,773

Repayments during the year – – (1,110,104)

Effect of foreign exchange

rate changes – – 118

At 31 December 1999 254,831 2,817,279 1,228,915

At 1 January 2000 254,831 2,817,279 1,228,915

New bank loans and

other borrowings – – 375,212

Repayments during the year – – (245,461)

Effect of foreign exchange

rate changes – – 1,832

At 31 December 2000 254,831 2,817,279 1,360,498

.

(b)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

26. NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT  (continued)

(c) Material non-cash items

The Group had the following material non-cash items

during the year:

2000 1999

$’000 $’000

Issue of new shares

Full consideration for the Sino Villa
acquisition of Sino Villa – 142,056

27. MATERIAL RELATED PARTY TRANSACTIONS

There were the following material transactions with related

parties during the year:

(a) The Group has the following related parties transactions

with CEH:

2000 1999

$’000 $’000

(i) Interest expenses paid (i) 53,594 36,997

(ii) Consideration for the (ii)
acquisition of the entire Sino Villa
share capital in

and shareholder’s loan

to Sino Villa from CEH – 142,056

.

(c)

.

(a)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

27. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(b) On Land Limited, a subsidiary of the Group, entered

into the following related party transactions with

subsidiaries of CEH:

2000 1999

$’000 $’000

Rental income for the provision

of office premises 820 887

(c) SETI, a subsidiary, purchased certain of its imported

raw materials through Sino State Industries Limited

(“Sino State”) and China Everbright Trading

Development Company Limited (“CE Trading”),

subsidiaries of CEH and act as major purchasing agents

of SETI.

(i) during the year ended 31 December 2000

purchases of raw timber logs and veneer by SETI

from the above purchasing agents were

$110,723,000 (1999: $243,477,000).

(ii) the independent non-executive directors of the

Company have reviewed these connected

transactions and confirmed that such transactions

were entered into:

– by SETI in the ordinary and usual course

of its business;

.

(b)

(c)

(i)

110,723,000
243,477,000

(ii)
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Notes on the Accounts 

27. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(c) (continued)

(ii) (continued)

– in accordance with the terms of

arrangements governing such transactions,

or where there was no such arrangement,

on normal commercial terms, or on terms

no less favourable than terms available to

SETI from independent third parties;

– on terms that are fair and reasonable so

far as the shareholders of the Company

taken as a whole are concerned; and

– within the limit of 70% of the Group’s

total purchases in monetary terms of raw

materials related to its plywood and

timber products manufacturing businesses.

.

(c)

(ii)

70%
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

27. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(d) In 1998, the jointly controlled entity, FZGM, entered

into an agreement with an associate of the Group for

the construction of a bridge in Fuzhou, the PRC. The

contracted sum of the bridge amounted to $427,000,000

(1999: $385,000,000) of which $249,000,000 was paid

up to 31 December 2000 (1999: $162,000,000) in

accordance with the progress of construction work. The

remaining $28,000,000 (1999: $146,000,000) and

$150,000,000 (1999: $77,000,000) represent FZGM’s

outstanding commitment in the contract and the

construction cost payable to the associate respectively.

In the opinion of the directors of the Company, the

transaction was carried out on normal commercial terms

and in the ordinary course of business.

(e) Included in the balance sheets are the following balances

with related parties:

The Group The Company

2000 1999 2000 1999

$’000 $’000 $’000 $’000

Amount due from

fellow subsidiary 57,286 31,121 – –

Amount due to ultimate

holding company (56,571) (16,542) (32,727) (3,586)

Loans from ultimate

holding company (675,103) (523,102) (516,770) (420,164)

Amount due from

associate 486,909 486,909 486,909 486,909

Amount due to

associate (39,227) (11,834) – –

.

(d)

427,000,000
385,000,000

249,000,000
1 6 2 , 0 0 0 , 0 0 0
28,000,000
146,000,000 150,000,000

77,000,000

(e)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

28. CAPITAL AND LEASE COMMITMENTS

(a) Capital commitments outstanding at 31 December 2000

not provided for in the accounts were as follows:

The Group

2000 1999

$’000 $’000

Contracted for 991,434 1,179,662

The above commitments related to the Group’s

commitments to fund the jointly controlled entity (note

15) based on the original joint venture agreement and

will be financed by existing bank facilities and loan

facilities provided by the ultimate holding company.

.

(a)
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For the year ended 31 December 2000 (Expressed in Hong Kong dollars)

Notes on the Accounts 

28. CAPITAL AND LEASE COMMITMENTS  (continued)

(b) At 31 December 2000, the Group had commitments to

make payments under contractual agreements to sub-

contract of certain of the Group’s PRC operations in the

next year as follows:

2000 1999

$’000 $’000

After 1 year but within 5 years 943 939

After 5 years – 7,323

943 8,262

29. CONTINGENT LIABILITIES

At 31 December 2000, there were contingent liabilities in respect

of the following:

(a) Guarantees given to banks by the Company in respect

of banking facilities extended by banks to certain wholly

owned subsidiaries of the Company amounting to

$38,000,000 (1999: $38,000,000).

(b) Guarantees given to banks by the Company in respect

of its 25% share for banking facilities extended by banks

to an associate amounting to $95,621,000 (1999:

$98,693,000).

.

(b)

.

(a)

38,000,000
38,000,000

(b)
25%

95,621,000
98,693,000
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Notes on the Accounts 

29. CONTINGENT LIABILITIES (continued)

(c) Guarantee given to banks by the Group in respect of

banking facilities extended by banks to third parties

amounting to $54,215,000 (1999: $80,274,000). On the

other hand, the Group is guaranteed by the third parties

in respect of banking facilities amounting to $46,569,000

(1999: $55,657,000). The Company has also given

guarantee to one of the third parties in respect of

guarantee extended to a subsidiary of the Company

amounting to $18,043,000 (1999: Nil).

30. PLEDGE OF ASSETS

At 31 December 2000, the Group pledged listed, unlisted

investments and fixed assets with an aggregate net book value

of approximately $1,027,000,000 (1999: $1,809,000,000) to

secure general banking facilities granted to the Group.

31. ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company at 31

December 2000 to be China Everbright Holdings Company

Limited, which is incorporated in Hong Kong.

.

(c)

54,215,000
80,274,000

46,569,000
55,657,000

18,043,000

.

1,027,000,000
1,809,000,000

.


