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Notes on the Financial Statements Bf # iR R i &%

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-—STENF+-A=1—HLFE (UEBEFTE)

1.

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (which includes all applicable
Statements of Standard Accounting Practice and
Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles
generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance.
These financial statements 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.

Basis of preparation of the financial statements
Measurement basis

The measurement basis used in the preparation of
the financial statements is historical cost modified by

the revaluation of investment properties as explained

in the accounting policies set out below.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

Subsidiaries

A subsidiary, in accordance with the Hong Kong
Companies Ordinance, 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.

An investment in a subsidiary is consolidated into the
consolidated financial statements, unless it is acquired
and held exclusively with a view to subsequent
disposal in the near future or operates under severe
long-term restrictions which significantly impair its
ability to transfer funds to the Group, in which case, it
is stated in the consolidated balance sheet at fair
value with changes in fair value recognised in the
consolidated income statement as they arise.

Intra-group balances and transactions, and any
unrealised profits arising from intra-group transactions,
are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from
intra-group transactions are eliminated in the same
way as unrealised gains, but only to the extent that
there is no evidence of impairment.

Minority interests at the balance sheet date, being
the portion of the net assets of subsidiaries attributable
to equity interests that are not owned by the Company,
whether directly or indirectly through subsidiaries, are
presented in the consolidated balance sheet
separately from liabilities and the shareholders’ equity.
Minority interests in the results of the Group for the
year are also separately presented in the income
statement.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Subsidiaries (continued)

Where losses attributable to the minority exceed the
minority interest in the net assets of a subsidiary, the
excess, and any further losses attributable to the
minority, are charged against the Group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make good the losses.
All subsequent profits of the subsidiary are allocated
to the Group until the minority’s share of losses

previously absorbed by the Group has been

recovered.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less any impairment losses
(see note 1(j)), unless it is acquired and held
exclusively with a view to subsequent disposal in the
near future or operates under severe long-term
restrictions which significantly impair its ability to
transfer funds to the Company, in which case, it is
stated at fair value with changes in fair value
recognised in the income statement as they arise.

(d) 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,
participation in the financial and operating policy

decisions.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

Associates and jointly controlled entities (continued)

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.

An investment in an associate or a jointly controlled
entity is accounted for in the consolidated financial
statements 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,
unless it is acquired and held exclusively with a view
to subsequent disposal in the near future or operates
under severe long-term restrictions that significantly
impair its ability to transfer funds to the investor or
venturer, in which case it is stated at fair value with
changes in fair value recognised in the consolidated
income statement as they arise. The consolidated
income statement reflects the Group’s share of the
post-acquisition results of the associates and jointly
controlled entities for the year, including any
amortisation of positive or negative goodwill charged
or credited during the year in accordance with note
1(e). When the Group’s share of losses exceeds the
carrying amount of the associate, the carrying amount
is reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has
incurred obligations in respect of the associate.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Associates and jointly controlled entities (continued)

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.

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 income statement.

In the Company’s balance sheet, its investments in
associates and jointly controlled entities are stated at
cost less impairment losses (see note 1(j)), unless it
is acquired and held exclusively with a view to
subsequent disposal in the near future or operates
under severe long-term restrictions that significantly
impair its ability to transfer funds to the investor or
venturer, in which case, it is stated at fair value with

changes in fair value recognised in the income

statement as they arise.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill

Positive goodwill arising on consolidation represents
the excess of the cost of the acquisition over the
Group’s share of the fair value of the identifiable assets
and liabilities acquired. In respect of subsidiaries:

= for acquisitions before 1 January 2001, positive
goodwill is eliminated against reserves and is
reduced by impairment losses recognised in
the income statement (see note 1(j)); and

- for acquisitions on or after 1 January 2001,
positive goodwill is amortised to the
consolidated income statement on a straight-
line basis over the shorter of its estimated useful
life and 20 years. Positive goodwill is stated in
the consolidated balance sheet at cost less any
accumulated amortisation and any impairment

losses (see note 1(j)).

In respect of acquisitions of associates and jointly
controlled entities, positive goodwill is amortised to
the consolidated income statement on a straight-line
basis over the shorter of its estimated useful life and
20 years. The cost of positive goodwill less any
accumulated amortisation and any impairment losses
(see note 1(j)) is included in the carrying amount of

the interest in associates or jointly controlled entities.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill (continued)

Negative goodwill arising on acquisitions of
subsidiaries, associates and jointly controlled entities
represents the excess of the Group’s share of the fair
value of the identifiable assets and liabilities acquired
over the cost of the acquisition. Negative goodwill is
accounted for as follows:

= for acquisitions before 1 January 2001, negative
goodwill is credited to a capital reserve; and

- for acquisitions on or after 1 January 2001, to
the extent that negative goodwill relates to an
expectation of future losses and expenses that
are identified in the plan of acquisition and can
be measured reliably, but which have not yet
been recognised, it is recognised in the
consolidated income statement when the future
losses and expenses are recognised. Any
remaining negative goodwill, but not exceeding
the fair values of the non-monetary assets
acquired, is recognised in the consolidated
income statement over the weighted average
useful life of those non-monetary assets that
are depreciable/amortisable. Negative goodwill
in excess of the fair values of the non-monetary
assets acquired is recognised immediately in
the consolidated income statement.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) —. FEGIHEE (&)
(e) Goodwill (continued) (e) wE (&)

In respect of any negative goodwill not yet recognised HEMKRREGEEBRERSP

in the consolidated income statement: HRzZEHEMS:

= for subsidiaries, such negative goodwill is - WAWBAR B
shown in the consolidated balance sheet as a EmEESFAEESR
deduction from assets in the same balance BRNER—BEA
sheet classification as positive goodwill; and EHE (MERE)

FIERERIE: &

— for associates and jointly controlled entities, — MABRLARREGE
such negative goodwill is included in the AR FHEERES
carrying amount of the interests in associates BEREERRIHE
or jointly controlled entities. ENE R REE

Ao

On disposal of a subsidiary, an associate or a jointly MEALHENB LR B
controlled entity during the year, any attributable EREIHEERARIME -
amount of purchased goodwill not previously SR R R B a8
amortised through the consolidated income statement Zfﬂﬂﬁgfﬁﬁﬂﬁ BEHEe
or which has previously been dealt with as a BEeENHELERSGZA
movement on group reserves is included in the MEEERGT AR

calculation of the profit or loss on disposal.



82

Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

()

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)

(i)

(iiif)

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 income
statement, such provisions being determined
for each investment individually.

Provisions against the carrying value of
investment securities are written back when the
circumstances and events that led to the write-
down or write-off cease to exist and there is
persuasive evidence that the new
circumstances and events will persist for the

foreseeable future.

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 income statement as

they arise.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Fixed assets

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 cost less accumulated
depreciation (see note 1(i)) and
impairment losses (see note 1(j)).
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets (continued)

(i)

(iiif)

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 income statement,
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 income statement,
if and to the extent that a deficit on
revaluation in respect of the portfolio of
investment properties, had previously
been charged to the income statement.

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.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

(h)

Fixed assets (continued)

(iv)  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 income statement 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 income statement for the year.

Operating lease charges

Where the Group has the use of assets under
operating leases, payments made under the leases
are charged to the income statement 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
received are recognised in the income statement as
an integral part of the aggregate net lease payments
made. Contingent rentals are charged to the income
statement in the accounting period in which they are
incurred.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Depreciation

(i)

No depreciation is provided on investment
properties with an unexpired lease term of over

20 years.

Depreciation is calculated to write off the cost
of other fixed assets over their estimated useful
lives as follows:

toll bridge is depreciated on an units-of-
usage basis which is based on the actual
traffic volume for a particular period over
the projected total traffic volume
throughout the periods for which the
Group is granted the right to operate the
bridge. It is a Group policy to review
regularly the projected total traffic volume
throughout the operating periods of the
toll bridge. If it is considered appropriate,
independent professional traffic studies
will be obtained. Appropriate adjustment
will be made should there be a material

change;

FEEHEER (&)

()

e

(i)

HEFHRB-TF

A EZREWETE
RITE-
HiBEEEE A
il 5t A i A 5 HA LA
HEKANEFENE
m
- BRZIWETZ
R SE T 8 ORRT
R-HERAWH
B2 BERRZBR
EMAKEEER
ZIERE L
LPACEE S EE

mE 2t Bl
R-AKEEHE
FRRREE
HAFR] ¥ TR A 8
BREBETEHE
E-RUR/E

PR B
o
=:

t
st
ik

g
P
S
il
EE
N



Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Depreciation (continued)

(i)

(iiif)

(continued)

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

other fixed assets are depreciated on a
straight-line basis over their estimated
useful lives as follows:

Toll bridge ancillary facilities 5 to 10 years

Machinery and equipment 5to 15 years

Leasehold improvements 10 years or over
the remaining
term of the

lease, if shorter

Furniture and fixtures 5to 10 years
Motor vehicles 3to 12 years
Electronic equipment and 10 years

other fixed assets

No depreciation is provided in respect of
construction in progress.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

S

1.

CEERFL A= —HIEFE (LB E)

SIGNIFICANT ACCOUNTING POLICIES (continued)

()]

Impairment of assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be impaired
or an impairment loss previously recognised no longer

exists or may have decreased:

- fixed assets (other than properties carried at
revalued amounts);

- investments in subsidiaries, associates and
jointly controlled entity (except for those
accounted for at fair value under notes 1(c) &
(d)); and

- positive goodwill (whether taken initially to

reserves or recognised as an asset).

If any such indication exists, the asset’s recoverable
amount is estimated. An impairment loss is recognised
in the income statement whenever the carrying amount
of such an asset (including positive goodwill taken
directly to reserves) exceeds its recoverable amount.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Impairment of assets (continued)

(i)

(ii)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its net selling price and value in use.
In assessing value in use, the estimated future
cash flows are discounted to their present value
using a pre-tax discount rate that reflects
current market assessments of time value of
money and the risks specific to the asset. Where
an asset does not generate cash inflows largely
independent of those from other assets, the
recoverable amount is determined for the
smallest group of assets that generates cash
inflows independently (i.e. a cash-generating
unit).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is
reversed only if the loss was caused by a
specific external event of an exceptional nature
that is not expected to recur, and the increase
in recoverable amount relates clearly to the
reversal of the effect of that specific event.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

()]

(k)

Impairment of assets (continued)

(ii) Reversals of impairment losses (continued)

A reversal of impairment losses is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to the income
statement in the year in which the reversals are

recognised.

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.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

(m)

Cash equivalents

Cash and cash equivalents comprise cash at bank
and in hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are
also included as a component of cash and cash

equivalents for the purpose of the cash flow statement.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave,
leave passage and the cost to the Group of
non-monetary benefits are accrued in the year
in which the associated services are rendered
by employees of the Group. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their

present values.

FEEHEER (&)

U]

(m)

REZEEY

RekReEFEMEER
ThkFERAE RRITR
H Al B IS 18 2 08 B 17 R
LA ERABASE NS HE
RezmkanmatR
B HEEZFHEARL T
EX YEREAER=E
AR -ERERTR
LEEBAREREERE
RARER S EEH 8
DERITES °

EEER

(i) ¥ FERAFE
BEHBRY REKE
RMPAREFTE
B2 AR ALK HE
BEERERKZFE
2 B - fid B SRR A
MEREXDH A
FAEERERRE
51| B

91



92

Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

Employee benefits (continued)

(i)

(iiif)

Contributions to Mandatory Provident Funds as
required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance, are
recognised as an expense in the income
statement as incurred. The Group also
participates in the retirement schemes operated
by the relevant authorities for the employees of
the subsidiaries in the PRC and the Group’s
contributions to these schemes are recognised
as an expense in the income statement as

incurred.

When the Group grants employees options to
acquire shares of the Company at nil
consideration, no employee benefit cost or
obligation is recognised at the date of grant.
When the options are exercised, equity is
increased by the amount of the proceeds
received.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax

(i)

(if)

(iiif)

Income tax for the year comprises current tax
and movements in deferred tax assets and
liabilities. Current tax and movements in
deferred tax assets and liabilities are
recognised in the income statement except to
the extent that they relate to items recognised
directly in equity, in which case they are
recognised in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the balance
sheet date, and any adjustment to tax payable
in respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and the tax bases.
Deferred tax assets also arise from unused tax
losses and unused tax credits.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax (continued)

(iiif)

(continued)

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax
assets to the extent that it is probable that future
taxable profits will be available against which
the asset can be utilised, are recognised. Future
taxable profits that may support the recognition
of deferred tax assets arising from deductible
temporary differences include those that wil
arise from the reversal of existing taxable
temporary differences, provided those
differences relate to the same taxation authority
and the same taxable entity, and are expected
to reverse either in the same period as the
expected reversal of the deductible temporary
difference or in periods into which a tax loss
arising from the deferred tax asset can be
carried back or forward. The same criteria are
adopted when determining whether existing
taxable temporary differences support the
recognition of deferred tax assets arising from
unused tax losses and credits, that is, those
differences are taken into account if they relate
to the same taxation authority and the same
taxable entity, and are expected to reverse in
a period, or periods, in which the tax loss or
credit can be utilised.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax (continued)

(iiif)

(continued)

The limited exceptions to recognition of deferred
tax assets and liabilities are those temporary
differences arising from goodwill not deductible
for tax purposes, negative goodwill treated as
deferred income, the initial recognition of assets
or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a
business combination), and temporary
differences relating to investments in
subsidiaries to the extent that, in the case of
taxable differences, the Group controls the
timing of the reversal and it is probable that
the differences will not reverse in the
foreseeable future, or in the case of deductible
differences, unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance
sheet date. Deferred tax assets and liabilities
are not discounted.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax (continued)

(iiif)

(continued)

The carrying amount of a deferred tax asset is
reviewed at each balance sheet date and is
reduced to the extent that it is no longer
probable that sufficient taxable profit will be
available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient
taxable profit will be available.

Additional income taxes that arise from the
distribution of dividends are recognised when
the liability to pay the related dividends is

recognised.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax (continued)

(iv)

Current tax balances and deferred tax
balances, and movements therein, are
presented separately from each other and are
not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets
against tax liabilities if, and only if, the Company
or the Group has the legally enforceable right
to set off current tax assets against current tax
liabilities and the following additional conditions
are met:

- in the case of current tax assets and
liabilities, the Company or the Group
intends either to settle on a net basis, or
to realise the asset and settle the liability

simultaneously; or
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)
(n) Income tax (continued)
(iv)  (continued)

- in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on
either:

- the same taxable entity; or

- different taxable entities, which, in
each future period in which
significant amounts of deferred tax
liabilities or assets are expected
to be settled or recovered, intend
to realise the current tax assets
and settle the current tax liabilities
on a net basis or realise and settle

simultaneously.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

(p)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Company or Group has a
legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditures expected to settle
the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.

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 income statement as follows:

(i) Toll bridge revenue

Toll bridge revenue, net of business tax, is
recognised on a receipt basis.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(P)

Revenue recognition (continued)

(ii)

(iii)

(iv)

Rental income from operating leases

Rental income receivable under operating
leases is recognised in the income statement
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 income statement
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.

Property management fee and environmental
protection project management and consultancy

fee income

Property management fee and environmental
protection project management and consultancy
fee income are recognised when the related
services are rendered.

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 tax or other sales taxes and is
after deduction of any trade discounts.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

(a)

Revenue recognition (continued)

(v) Dividends

Dividend income from investments is
recognised when the shareholder’s right to

receive payment is established.

(vi)  Interest income

Interest income from bank deposits is accrued
on a time-apportioned basis by reference to
the principal outstanding and the rate
applicable.

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 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 income statement.

The results of foreign enterprises are translated into
Hong Kong dollars at the average exchange rates for
the year; balance sheet items are translated into Hong
Kong dollars at the rates of exchange ruling at the
balance sheet date. The resulting exchange
differences are dealt with as a movement in reserves.

On disposal of a foreign enterprise, the cumulative
amount of the exchange differences which relate to
that foreign enterprise is included in the calculation

of the profit or loss on disposal.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

(s)

Borrowing costs

Borrowing costs are expensed in the income statement
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 or sale.

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.

Related parties

For the purposes of these financial statements, 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.
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

SIGNIFICANT ACCOUNTING POLICIES (continued)

(1)

(u)

Discontinuing operation

A discontinuing operation is a clearly distinguishable
component of the Group’s business that is disposed
of or abandoned pursuant to a single plan, and which
represents a separate major line of business or
geographical area of operation.

Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing products or
services (business segment), or in providing products
or services within a particular economic environment
(geographical segment), which is subject to risks and
rewards that are different from those of other
segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen business
segment information as the primary reporting format
and geographical segment information as the
secondary reporting format for the purposes of these
financial statements.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis to that segment. For example,
segment assets may include other financial assets,
trade receivables and property, plant and equipment.
Segment revenue, expenses, assets and liabilities are
determined before intra-group balances and intra-
group transactions are eliminated as part of the
consolidation process, except to the extent that such
intra-group balances and transactions are between
group enterprises within a single segment.
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

1. SIGNIFICANT ACCOUNTING POLICIES (continued) —. TESIHE &)
(u) Segment reporting (continued) (uy 2BHE (&)
Segment capital expenditure is the total cost incurred AW ERT HEZWETE
during the period to acquire segment assets that are HMERBER —RAMN S
expected to be used for more than one period. HEEMNRWBHNES
ZABEK AR o
Unallocated items mainly comprise financial and RAOMEEFEZBRENH
corporate assets, bank loans, other borrowings, REHEE - RITER - H
corporate and financing expenses and minority HmEE CERMEHAX
interests. ROBRFRER-
2.  TURNOVER =, EXH®
The principal activities of the Group are toll bridge operation, REBEZFEEBKBKEBRBRE
property investments and management, environmental B VMERENRER RRERE
protection project management and consultancy, securities BrEM FHFEBEREEER

trading and investment holding.

Turnover represents the toll bridge revenue, property rental EETEBRUEBRKE He
income, property management fee income and environmental WA MEBEEEBRARERRIE
protection project management and consultancy fee income. BEEEREMRBRA-FABE
The amount of each significant category of revenue EEBPRANSBEETERAS
recognised in turnover during the year is as follows: RIB BRI -
2004 2003
—EBNEF —ET=F
$°000 $000
104 Fr Fir
Toll bridge revenue B BRI = 47,103 19,916
Property rental income WEME KA 12,819 13,822
Property management fee income ESCREE - @N 2,721 =
Environmental protection project RRIBEEEREM
management and consultancy Bl A
fee income 2,601 -
Sale of timber products HEARME @ - 49,270
Securities trading BHEE - 605

65,244 83,613
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Notes on the Financial Statements Bf 78 3§ % Ki &+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

OTHER REVENUE =. HagA
2004 2003
—EENE —EE=F
$°000 $°000
FiT For
Interest income 2 WA 1,148 465
Dividend income from unlisted securities 3E FH &5 27 KR EW A 266 530
Gain on disposal of associates HE RS Qa2 e 660 =
Gain on liquidation of subsidiary NI b R C g 555 =
Gain on sale of other financial assets HEEMTBEE 2 W - 223
Write back of interest on other BOEMEE Z2FE
borrowings - 9,379
Others HAb 1,974 1,425
4,603 12,022
PROFIT FROM ORDINARY ACTIVITIES BEFORE TAXATION M. —R¥EBBRHAIER

Profit from ordinary activities before taxation is arrived at
after charging/(crediting):

(a) Finance costs:

Interest on bank advances wholly
repayable within five years

Interest on other bank advances

Interest on loans from ultimate
holding company

—REBBRBAAMNE NG

GPE
2004 2003
—vROmE _—TT=F
$’000 $°000
Fr Fr
(a) HHBEA

ERAEFAEHERE
ZRITERZFE 2,088 7,150
HEMRTERZFE 14,814 4,742

S SN ENCT=E
ZHE 10,712 19,482

27,614 31,374
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

BE_SFNF+-A=1—HIFE (LBEFE)

4. PROFIT FROM ORDINARY ACTIVITIES BEFORE TAXATION 14,

(continued)

Staff costs: (b)

Contributions to defined
contribution plans
Salaries, wages and other benefits

Other items: (c)

Cost of inventories
Amortisation of investment in
jointly controlled entity
Amortisation of goodwill
Amortisation of negative goodwill
included in share of profits of
associates
Exchange loss
Auditors’ remuneration
Depreciation
— assets held for use under
operating leases
— other assets
Loss on disposal of associate
(Gain)/loss on sale of fixed assets

Operating lease charges for
premises

Provision for diminution in value
of other financial assets

Rentals receivable from investment
properties less direct outgoings
of $1,391,000 (2003: $1,432,000)

—REBRRABF (&)

2004 2003
—EETNF —EE=F
$°000 $'000
Fr Fir
=N
7E B8t KA 2l
3 525 701
Fe ITERAEMER 17,375 16,910
17,900 17,611
Hh1g |
FEKAR - 45613
EENTIREEE
- 2,747
72 2 5 5 1,881 803
BEEEE GTA
Fr G B & A A
BH) (674) (674)
b 5% 518 3,556 139
ZE A & 1,480 1,365
e
—REKEHEE
" & E 1,018 1,018
—HEMEE 14,150 12,260
LEME AT 2ER 660 =
PERTEEEZ (W)
/BB (37) 69
MEZKEHEER
370 660
Hu B & E R ERH
- 29,495
ERREMERESHE
¥ H11,391,0007¢C
—EBE=F:
1,432,0007T ) (11,428) (12,390)




Notes on the Financial Statements Bf 78 3§ % Ki &+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-—EZNF+=-A=Z+—HALFE (LE¥E)

SHARE OF RESULTS OF ASSOCIATES

Share of profits of associates FT (B & 2 R & R

Amortisation of negative goodwill BREEN
Share of surplus/(deficit) on revaluation FT{hIREMEE 4
of investment properties Bt (E18)

INCOME TAX IN THE CONSOLIDATED INCOME STATEMENT

(a) Income tax in the consolidated income statement
represents:

Current tax — Provision for PRC 7% 1H — H
income tax RSB RE

Tax for the year RFEEHIE

Over-provision in respect of NEFERERT
prior year

Deferred tax EEHIE

Origination and reversal of EREZENES
temporary differences A #Z (o]

Share of associates’ taxation BT B & 2 R #1418

. FEBEQAREE

2004 2003
—EETNF —EE=F
$°000 $°000

Fr Fr
99,049 109,217
674 674

99,723 109,891
4,294 (13,322)
104,017 96,569

N, BEBBERZIFEHR

(a) MHEBRERAMTHNAEH
HA:
2004 2003
—EENME —ET=4F
$°000 $°000
F For
1,211 4,306
(3,208) -
(1,997) 4,306
1,669 206
18,835 13,336
18,507 17,848
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

6. INCOME TAX IN THE CONSOLIDATED INCOME STATEMENT

(continued)

(a)

(continued)

ok

No provision for Hong Kong Profits Tax has been made

in the financial statements as the Group sustained a

loss for Hong Kong Profits Tax purposes during the

year. Taxation for the PRC operations is charged at

the appropriate current rates of taxation ruling in the

PRC.

Reconciliation between tax expense and accounting

profit at applicable tax rates:

Profit before tax

Notional tax on profit before tax,
calculated at the rates
applicable to profits in the tax
jurisdictions concerned

Tax effect of non-deductible
expenses

Tax effect of non-taxable revenue

Tax effect of profits entitled to
tax exemption in the PRC

Tax effect of utilisation of unused
tax losses not recognised in
prior years

Tax effect of unused tax losses
not recognised

Over-provision in prior year

Actual tax expense

B 7t BT 28 F)

ERERABEEERE 2
BEAMSHEEBRA
BFFtE 2 AETIE

DA HUR S 2 F A 5 &

FERBRBRAZBIAZE

AZEEFENERRES
ZERNMNZMEBERE

BRABEFEREAMA

AERZAENBRZ
MIRAF &

AERT™ARFER ZAEN

BRCHERE
PATE F 2 B i 18

ERBIAEMX

REBBERZAER (&)

(&

HRAFEAREBERZ
MIAEHE WA EE W
BEEMBREABETEFNG
BEH B E R REEBZ
BIBRP ERITHEAR
Kt E

RERBREFEZHIAR
XEEI AN K

2004 2003
—EENF —FE=F
$’000 $°000
Fr Fr
104,725 75,516
19,365 21,347
3,192 6,404
(4,267) (13,056)
(3,661) =
(733) =
7,819 3,153
(3,208) =
18,507 17,848
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)
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7.  DIRECTORS’ REMUNERATION +t. EEME
Directors’ remuneration disclosed pursuant to section 161 RIBFAECABHERADE—F ST
of the Hong Kong Companies Ordinance is as follows: — gy Rz EEM AT
2004 2003
—EEBMF —ETE=F
$°000 $’000
Fr Fir
Fees e 248 245
Salaries and other emoluments HehEMMe 7,592 5,393
Discretionary bonuses ) 7E FE 4T 2,000 1,370
Retirement scheme contributions RIRET S 5K 144 145
9,984 7,153
Included in the directors’ remuneration were fees of $248,000 EENeREEREAEFEZNT
(2003: $245,000) paid to the independent non-executive B IEHITE S 2 #£248,000
directors during the year. 7T (ZZEZE=%:245,0007T) °
As at 31 December 2004, the directors held share options R-ZZEENF+_A=+—8"
under the Company’s share option scheme. The details of ESRBEARATERENEFE
the share options are disclosed under the paragraph “Share ERE - EHEBREFBIRNE
option scheme” in the report of the directors and note 26. EEWmE [BRETE] — R R
[y AN
The remuneration of the directors is within the following EEMEELTARA:
bands:
2004 2003
—EENF —EE=F
Number of Number of
directors directors
BEEAH BEFEAH
$0 — $1,000,000 07t — 1,000,0007T 8 8
$1,000,001 — $1,500,000 1,000,001t — 1,500,0007T 3 1
$1,500,001 - $2,000,000 1,500,001 T —2,000,0007T 1 1
$2,000,001 — $2,500,000 2,000,0017t —2,500,0007T 1 1
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

8. INDIVIDUALS WITH HIGHEST EMOLUMENTS N.

Of the five individuals with the highest emoluments, all are
directors whose emoluments are disclosed in note 7.

9. PROFIT ATTRIBUTABLE TO SHAREHOLDERS .

The consolidated profit attributable to shareholders includes
a profit of $152,687,000 (2003: loss of $37,600,000) which
has been dealt with in the financial statements of the
Company.

10. DIVIDENDS +.

Dividends attributable to the year

Interim dividend declared and paid of EERREIZ N HRESTR

0.4 cent per share (2003: $Nil) 0.ML (BT =4F:4&)
Final dividend proposed after the REZBEEZIRN R

balance sheet date of 0.6 cent i B & Ak0.61L

per share (2003: $Nil) (ZEE=F:8\)

The final dividend proposed after the balance sheet date
has not been recognised as a liability at the balance sheet
date.

B 3 E B A T

TEasEaRFMENATCHSE
= FROMEFBRNMEL

R AG B F

BREELGERANBERF
152,687,0007C (ZZEE =4 /5
#837,600,0007T) B 7 AR A A
2R A

R E

KEERE
2004 2003
—EETNF —EE=F
$°000 $°000
F For
10,193 =
15,293 =
25,486 =

REERREZD KRS
HMAEEEABRARAB-



11.

EARNINGS PER SHARE

(a) Basic earnings per share

The calculation of basic earnings per share is based
on the profit attributable to shareholders of

Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

tT—.8REF
(a) BREXEF

BREREF TR EE
& B ¥ 86,776,0007C

$86,776,000 (2003: $56,837,000) and the weighted — T =4:56,837,000
average number of 2,548,418,257 ordinary shares ) RFABEITEBR
(2003: 2,548,311,700 ordinary shares) in issue during Bom #E F 5
the year. 2,548,418,257 % & i@ ik

(b) Diluted earnings per share

The calculation of diluted earnings per share is based
on the profit attributable to shareholders of

(=Z &2 & = &

2,548,311, 7000% & 8 A% )
ERCK

(b) BREFTEF

SRE SR IR ERE
1 & 7186,776,0007T ( —

$86,776,000 (2003: $56,837,000) and the weighted T L =4 :56,837,0007T)

average number of 2,587,073,527 ordinary shares
(2003: 2,551,060,407 ordinary shares) after adjusting
for the effects of all dilutive potential ordinary shares
under the Company’s share option scheme.

R ESEAR DR A AR
STEITATE RREBEEE
FEZEBRIELAREE
A AR D0 15 B
2,587,073,527 /% & i@ f%
(= & & = &

2,551,060,407 A% & 8 A% )
ERCK
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

11. EARNINGS PER SHARE (continued)

(c) Reconciliations

T—.8REF (&)

(c) HER
2004 2003
—E2ENE =F
Number of Number of
shares shares
BRBEE R tn 2 B

Weighted average number of ordinary &t & & % & A & I

shares used in calculating basic FrER LBk
earnings per share HEF IR

Deemed issue of ordinary shares BEBUTRERT
for no consideration 2 &Rk

Weighted average number of ordinary &t % & i3 # 8 £ 7|65

shares used in calculating diluted Frie A 2 &l
earnings per share INHE T H 8

12. DISCONTINUED OPERATION

On 21 March 2003, the Company entered into an agreement
with China Everbright Technology Limited (“CE Technology”),
a former associate of the Group’s ultimate holding company,
to dispose of its entire 77.12% interest in Everbright Timber
Industry (Shenzhen) Co., Ltd. (“SETI”) representing the
manufacture and sale of timber products segment (“the
Timber Segment”) for a cash consideration of $7,000,000.
The disposal was completed on 28 March 2003 and the
control of the Timber Segment effectively passed to CE
Technology on the same day. The gain on sale of the Timber
Segment of $19,576,000 was credited to the consolidated
income statement in 2003.

2,548,418,257  2,548,311,700

38,655,270 2,748,707

2,587,073,527 2,551,060,407

T REREXRK

R-TBEZ=F=F-_+—H &
NAEAEREARAREBRA A
([FREF] ANEBZREERA
Bl Z A& AR AT ek ATR
% {E7,000,0007C HEE R KK
AMIZE ORI AR 2R (X
AARM]) Z2ET7 12% K%
AARM 2 EBRRBERFEEN
MEMDE ([AMHE]) - BIE
HERXRSGERZEZE=F=A=
T/NBFEE - iR 5 2B 2 1
%ﬂ?EﬁAﬁEﬁ@z@m%tﬁﬂ
BoHEARNMDBHAEKRZE
19,576,000t Bt AZEET =
FrireaBmEke



DISCONTINUED OPERATION (continued)

Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

T REREXRK (8)

The results of the discontinued operation in 2003 (up to the

date of disposal) were as follows:

Turnover

Cost of sales

Other revenue
Distribution costs
Administrative expenses
Other operating expenses

Loss from operations
Finance costs
Gain on sale of discontinued operation

Profit from ordinary activities before
taxation

Income tax

Profit from ordinary activities after
taxation

Minority interests

Profit attributable to shareholders

H AU A

7 8RR

TREHR

HitiRE &M
REER

MisER
HEREREXB K E

— MR X R B A & A

PSR

—MREBHEBR A

DB R ESE

P R 1A & A

RIMEBERN BT =4 (&
EHEREIL) 2 2EDT:

Timber Segment
K2 B
28 March

2003
—ET=F
—BA=-+N\B

$'000

T

49,270
(45,613)

3,657
1,068
(1,305)
(4,045)
(400)
(1,025)

(4,273)
19,576

14,278

14,278
(236)

14,042
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

12.

DISCONTINUED OPERATION (continued)

The net liabilities of the discontinued operation as at the

date of discontinuance were as follows:

Total assets
Total liabilities

Net liabilities

Consideration received
Exchange reserves realised on disposal

Gain on sale of discontinued operation

The cash flows of the discontinued operat
the date of disposal) were as follows:

Net cash flow

Cash outflow from operating activities
Cash inflow from investing activities
Cash outflow from financing activities

mEE
wEE

BEFE

B I(E
& B B3R 7 (8 L R

HER LXK E

ion in 2003 (up to

REREFHE

LEEF 7 IHE R
?Xﬁ/ﬁaziﬁim
BMEFH RS M

RIEREER (F)

BB BRI EE RS
& (EFED T

Timber Segment
K2 B

28 March

2003

—EE=F
=A=-+N\H
$°000

T

444,446
(456,404)

(11,958)

7,000
618

19,576

RIEREXEBNR_ZZT=F (E
EHEH#BIL) 2BERENOT:

Timber Segment
A2 AR

28 March

2003

—EE=F
=A=+NB8
$°000

T

(5,596)
368
(4,736)
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

SEGMENT REPORTING

Segment information is presented in respect of the Group’s
business and geographical segments. Business segment
information is chosen as the primary reporting format
because this is more relevant to the Group in making
operating and financial decisions.

Business segments
The Group comprises the following main business segments:

Infrastructure investment ~ The operation of a toll bridge to generate toll
and operation fee revenue and investment in associates,
jointly controlled entity and investment
securities, which engage in infrastructure
and power industry, to generate dividend
income and gain from the appreciation in
the investment value in the long term.

Property investment, The leasing and management of office
management and premises and shopping arcades to generate
development rental and management fee income and to

gain from the appreciation in the properties’
values in the long term and investment in
associate which engages in property
development projects.

Environmental protection  The investment in subsidiaries and associates
investment which engage in environmental protection
projects.

Environmental protection ~ The provision of management and consultancy

project management services to environmental protection projects
and consultancy to generate management and consultancy
fee income.
Securities trading The trading of securities to generate a profit

from short term fluctuations in price or
dealer’s margin.

Manufacture and sale of ~ The manufacture and sale of timber products.
timber products

+=. 2BHRE

DEEHRRASE 2 £ E
DIMEH2R-AREBHIE
BEAEEEBRUBREE
ERN BWEBEARESHEE
MEERA-

E 3 ik
AEBEZEEXBK MM T:

HEhE 2 BN EBRIAR
e Rl RIEER
REEEREN
TERBEZA
aAEERR R
KA B H AR
S NS $5'
EEEZREF
BRI

Eﬁﬂ

MEKE - HERERBHEAE

EERER B Ko 7835 DA B
RASREEE
WA AR
EEEZERRF
BRREERY
EMERRIEE
F B & A A BRER
uy/\o

RRHEE &ﬁ%ﬁ$%%ﬁ
B H 8 2

VR

RREBEE RERRBEBERE

KB KB AR 7 - A
FREXE T2 K R
Bl

Fot
Sfg
B
pui

BEE@HsUNLE
MO ERKD S
B E BT R
W g o

WERHE  WEREEANE
AWM E G Ao °

0
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
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13. SEGMENT REPORTING (continued)

Business segments (continued)

T=.28HKE (&)
EBomW (F)

Continuing operations Discontinued operation
BEEERE RLEgEE
Environmental
Infrastructure  Property investment,  Environmental protection project Manufacture and
investment and ~ management and protection management and Inter-segment sale of timber
operation development investment consultancy Securities trading elimination products Consolidated
ERRENEE NERE-EERER BRRE BREAEERER A%8E AREEH PERBEANER e
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
CEEME CTT-F CSEME CS5CF CBEME CTECF CREME CTTCF CEEME CTTCF CREME CTT-F CEEME CTT-F CREME C3TCF
§000 o0  $000  $000  §oo0  $ooo  Soo0  $ooo  $0o0 oo 000 000 §o0  $000  §o00  §000
fr fx frx Ffr Ffx fr Fx Ffr fx Tx Fr Ffr Ffx Tr Fr Fn
Revenue fiom REHAEP
external customers WA 47103 19916 15540 13822 - - 18,038 - - 605 (15,437) - - 49210 65244 83613
Other revenue from KANAEP
external customers EfMA 1611 93719 25 66 - - 2 8 - 1] - - - 1068 1917 10,600
Unallocated other AR
revenue EHHA - - - - - - - - - - - - - - 886 142
Total A 8774 2929 15565 13688 - - 18,259 8 - 684 (15,437) - - 50338 69847 95,635
Segment resuls SULE MW (0607) MM (1601) (MT)  (93) AT 20)  (5) (&) (547) - - (105) 76N (236%0)
Unallocated operating % AR4E#
income and expenses  MARER (19371) (17607)
Proff{oss) fiom mERH/ 8322 (41,297
operations (ER)
Finance costs HBER (27614) (31.374)
Share of profits before ~ FFEBE AT
tavaion of associates  BRARA 85386 95862 13675 13367 662 662 - - - - - - - - 99,723 109,891
Share of surplus/ flERELT
(defict) on revaluation ~ REHEER
of investment B4/ (58)
properties of
associates - - 404 (13322) - - - - - - - - - - 424 (13322)
Share of profit of joinly ~ FrEA4AR
controlled enty Bl - 3198 - - - - - - - - - - - - - 3198
Galn on sale of HER g
discontinued operation  $HUE - - - - - - - - - - - - - 19576 - 19576
Income tax &R (18507) (17.848)
Minority inferests HERFER 55 (831)
Proft atirbutable to REEEET
shareholders 86,776 56,837
Depreciation and KERHE
amortisation R
for the year 13283 10244 2330 2088 561 - 509 n - - - - - 39
(Surplus)/deficit on RENZER
revaluation of (B%)/
ivestment properties B8 - - (14790) 17046 - - - - - - - - - -
Signficant non-cash ~~ AEHFEE
expenses (other than B (&
depreciation and hE
amortisation) ) - 2049 - = - - - - - = - = - =




Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

BE-—EZNF+=-A=Z+—HALFE (LE¥E)
13.  SEGMENT REPORTING (continued) T=Z. 28BHRE (&)
Business segments (continued) oW (&)
Continuing operations Discontinued operation
EREERE RLEERR
Property Environmental
Infrastructure investment, Environmental ~ protection project Manufacture and
investment and ~ management and protection management and Inter-segment sale of timber
operation development investment consultancy Securities trading elimination products Consolidated
HEREREE NRRE-SERER BRRE BREREERRA 2588 ABEEE  HEREEAMER ]
2000 2003 2004 2003 004 2003 2004 2003 2004 2003 2004 2008 2004 2003 004 2003
CEEME C2T-F CEME S5 CBRME SIS CRSME CTTCE CRRME CRT-F CREME CTTCF CREME C5TCF CREME C35CF
$000 o0 000 $000 $000  $oo0  S00  §oo0 - Soo0  $000  §000  Soo0 000 $000 000 $000
fr fr fz fr Ffx fr Ffx Tr fr Tz fz fr Ffx Tr fx Tx
Segment assets 646,726 700,184 319,106 302483 143486 28875 47,097 18771 n 645 - - - - 1,156,787 1,050,958
Interest in associates 434,904 459,174 - 463833 575 5401 - - - - - - - - 435479 928,408
Unallocated assets 458,555 90,238
Total assefs EESE 2,050,821 2,069,604
Segment liabilties ABER 2537 %5707 6762 2837 814 19 1242 Y 10 - - - - - 18692 58606
Unallocated liabilties ~ AAHEE 949,993 1,010,603
Total liabiliies AELE 968,685 1,069,208
Capital expenditure RERREEN
incurred during ERAR
the year 385 6029 82 2312 4564 - 419 600 - - - - - 136
Geographical segments b & 5 &P

The Group’s business participates in two principal economic
environments. Hong Kong and other parts of the PRC are
the major markets for the Group’s business.

In presenting information on the basis of geographical
segments, segment revenue is based on the geographical
location of customers. Segment assets and capital
expenditure are based on the geographical location of the

assets.

AEEZEGRENMEEE S
BRE-BERTEEMEERR

AEEEBZEEM S

EELﬁﬂE/\'LMm /Sy

J\XELAE)EE’]FﬁEi‘EﬁEqu
o) BPE E R EARNF AL

ENFEM B EEE-

7 BB
R
B
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

BE_SFNF+-A=1—HIFE (LBEFE)

13. SEGMENT REPORTING (continued)

Geographical segments (continued)

Revenue from external customers:

Hong Kong
Other parts of the PRC

Segment assets:

Hong Kong
Other parts of the PRC

118

Capital expenditure incurred

during the year:

Hong Kong
Other parts of the PRC

T=.o8EE (&)

wED W (&)

2004 2003
—EENMF —FE=F
$°000 $°000
FiT For
REINABZEWA:
&% 3,312 4,552
R Bt b [ 61,932 79,061
65,244 83,613
2004 2003
—EETNEF —_EE=F
$°000 $°000
F T For
DEBE EE
BE 654,920 266,179
FR B E At b [ 1,395,901 1,803,425
2,050,821 2,069,604
2004 2003
—EENMF —FE=F
$°000 $°000
FiT For
AXEEANEENERAAS:
BE 39 492
FR B E At b [ 6,150 14,466
6,189 14,958




14. FIXED ASSETS

(a) The Group

Cost or valuation:
At 1 January 2004

Exchange adjustments

Additions

- through acquisition
of subsidiary

- others

Transfer

Disposals

Surplus on revaluation

At 31 December 2004

Representing:

Cost (note (f))

Valuation - 2004
(note (d) and (g))

Accumulated
depreciation:

At 1 January 2004
Exchange adjustments
Through acquisition

of subsidiary

Charge for the year
Written back on disposal

At 31 December 2004

Net book value:
At 31 December 2004

At 31 December 2003

RAGfHE:
RZEENE
-A-H

EXA%

¢

g

-ERNE
HBAR
-Hft

f
i

E8
(W)
fkE--23ME

A

(W ()R (e))

ZiAE:

RZEENE
-B-H
EiAE

FANE

HEAR
AEENE
LEREE

Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

TH.BEEE

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

(a) AX&KEH
Motor
vehicles,
Leasehold electronic
improve-  equipment
Toll ments,  and other
bridge furniture  fixed assets
ancillary Machinery and fixtures hE
Toll  facilites  Land and and  HENE  EFRE Construction Investment
bridge ~ WEBER  buildings  equipment  H& KMl RH# inprogress  Sub-total  properties Total
hEER  HMERE iHkET HSLRE R&E  EEEE  £EIE Mt RENE L
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000
T T T T T T T T T T
568,275 19,996 120,996 1,823 2811 2,184 - 716,085 217,264 933,349
3,030 13 38 2 2 10 - 3,095 - 3,095
- - 1,126 179 - 584 - 1,889 - 1,889
- - - 778 310 1,892 3,209 6,189 - 6,189
- - 2,000 - - - - 2,000 (2,000) -
- - - (28) - (497) - (525) - (525)
- - - - - - - - 14,790 14,790
571,305 20,009 124,160 2,754 3,123 4173 3,209 728,733 230,054 958,787
571,305 20,009 124,160 2,754 3,123 4173 3,209 728,733 2,341 731,074
- - - - - - - - 227,713 221,713
571,305 20,009 124,160 2,754 3,123 4173 3,209 728,733 230,054 958,787
5,350 2588 42814 1437 1421 1,612 - 58 - 58
10 2 i 1 - 8 - 52 - 52
- - 106 68 - 27 - 411 - 41
8,644 3,164 2556 213 293 298 - 15168 - 15168
- - - (17) - (47) - (464) - (464)
14,004 5,784 45477 1,702 1,720 1,708 - 70,395 - 70,395
557,301 14,225 78,683 1,052 1,403 2,465 3,209 658,338 230,054 888,392
562,925 17,408 78,182 386 1,384 572 - 660,857 217,264 878,121
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

14. FIXED ASSETS (continued) TH.BEEE (£)
(b) The Company (b) ZAXAF
Machinery Furniture
and Leasehold and
equipment improvements fixtures Motor
BExR HEWE BRK vehicles Total
B £ £E RE “m
$000 $000 $000 $000 $000
Fr Fr Fr Fr Fr
Cost: BA:
At 1 January 2004 RZZTEMF
—A—H 1,491 1,861 244 599 4,195
Additions EE 39 = = = 39
Disposals ks (96) = = (349) (445)
At 31 December 2004 RZETMF
+=A=+—H 1,434 1,861 244 250 3,789
Accumulated depreciation: ZiHiE:
At 1 January 2004 RZETNEF
—f—H 1,230 1,056 177 198 2,661
Charge for the year KEEME 78 186 15 77 356
Written back on disposal ~ {H &R (38) - = (87) (125)
At 31 December 2004 RZETMF
+=A=+—H 1,270 1,042 192 188 2,892
Net book value: REFE:
At 31 December 2004 RZZEENF
+-RA=+-H 164 619 52 62 897
At 31 December 2003 RZZEE=F
+=A=+—H 261 805 67 401 1,534




Notes on the Financial Statements Bf 78 3§ % Ki &+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

14. FIXED ASSETS (continued)

(c)

(d)

The analysis of net book value of properties is as

follows:

In the PRC a3

Hong Kong: A
- Long leases —RHMEE

Other parts of the PRC: AR H i 3 [
— Medium leases —Fh S
- Long leases —RHMEE

Investment properties of the Group situated in Hong
Kong were revalued at 31 December 2004 by RHL
Appraisal Ltd., who have among their staff Associates
of Hong Kong Institute of Surveyors, on an open
market value basis calculated by reference to net
rental income allowing for reversionary income
potential. The revaluation surplus of $13,000,000 has
been credited to the consolidated income statement.
The carrying value of the investment properties at 31
December 2004 is $83,000,000.

tTH.BE&EE (&)

(c)

(d)

MEZERAFE D W
T:
The Group
rEH
2004 2003
—EENMF —EE=F
$°000 $°000
For FIT
154,583 143,803
152,764 151,233
1,390 410
308,737 295,446

REBURBEBZEREY
¥ER_ZEZTWMF+=A
=+ —HEXFMITHER
MAERAR (EREIAR
EXANEMEEE8) IR
BEt A B S E AL FEM
W AMFEZ ARTE
ETEM EMH R
13,000,000 T E 5t AR &
BHXR-R_ZTENF
—A=+—HB HEEY
¥ 2 BR™ A 483,000,000
-
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

14.

FIXED ASSETS (continued)

(e)

(f)

Investment properties of the Group situated in the
PRC held on medium leases were revalued at 31
December 2004 by RHL Appraisal Ltd. on an open
market value basis calculated by reference to net
rental income allowing for reversionary income
potential. The revaluation surplus of $1,790,000 has
been credited to the consolidated income statement.
The carrying value of the investment properties at 31
December 2004 is $144,713,000.

The other investment property situated in the PRC
held on medium lease was not revalued as at 31
December 2004 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
financial statements at its cost of $2,341,000.

TH.BEEE (4)

(e)

(f)

2N £2 B iz 5O R B DA R B AR
EREZREMEERC
EEME+-A=+—8”
HoKFIITEBRMERA
AIRIEET A B S E A e A
FHEWAMEGTEZ AR
MEETER EHAER
1,790,000 25t Aér & 18
HWER-NR_ZETNMFE+ =
A=+—RH WhEEWHE
2 BRT & & 144,713,000
-

HREZERAES —LRAF
BEUAFHEERECRE
MER_ZTZTNF+ A
=t+—BZEHRHNE
BHASBETEEAY
- WEBEBHPRZIKR
THEHESE WZKRE
W5 A EL B A 2,341,0007T
TE BT AR



Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

14. FIXED ASSETS (continued)

(9)

The Group leases out investment properties and land
and buildings under operating leases. The leases
typically run for an initial period of one to ten years,
with an option to renew the lease after that date at
which time all terms are renegotiated. None of the
leases includes contingent rentals.

The gross carrying amounts of investment properties
of the Group held for use in operating leases were
$230,054,000 (2003: $217,264,000). The gross
carrying amounts of land and buildings of the Group
held for use in operating leases were $56,330,000
(2003: $56,330,000), the related accumulated
depreciation charges were $7,346,000 (20083:
$6,328,000) and the related accumulated impairment
loss was $15,000,000 (2003: $15,000,000).

The Group’s total future minimum lease payments

under non-cancellable operating leases are receivable

as follows:

Within 1 year —&R

After 1 year but within 5 years —FRBRERAFNR
After 5 years hF1&

TH.BEEE (8)

(9)

AEERBELEMEELH
BREWMER L BEBF-
FHEEZFHRER LA
TRE-—E+F YAE
BB & T RS
SEN®E - LAEEY
TEExAERS-

REBEMIFEERELEM
MBI EME 2 B®
#2%8 5230,054,0007T (=
T T = F 217,264,000
To) AKEFFAREBE
EHOEL 2 THREF
2 8K H 48 %8 /556,330,000
T (Z T T = F
56,330,0007T) i BRIz &
51T E 57,346,000 (=
TE =4 :6,328,0007T) :
B R HEIEBREAR
15,000,000t (Z & =
£ :15,000,0007T) °

AR5 B AR B AT A AR bR 9 4
LHEERRERNRE

NEREEEENT

2004 2003
—EENE —EE=F
$°000 $°000

For For

8,127 11,322
1,133 7,658

219 307

9,479 19,287
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

15. GOODWILL +H.BHE
The Group
rEH
Positive Negative
goodwill goodwill Total
EHE EEE wE
$°000 $°000 $°000
Fir Fir T
Cost: R AR
At 1 January 2004 RZZEEWF—-—F—H 27,518 = 27,518
Additions through acquisition BRKERNBARILE
of subsidiaries 21,337 (718) 20,619
At 31 December 2004 RZZETZWNF+=_A=+—H 48,855 (718) 48,137
Accumulated amortisation: Rt #e:
At 1 January 2004 RZEZTNF—-—HA—H 803 - 803
Amortisation for the year REFZHH 1,919 (38) 1,881
At 31 December 2004 RZEENF+=-A=+—H 2,722 (38) 2,684
Carrying amount: fREE:
At 31 December 2004 RZEENF+=-A=+—H 46,133 (680) 45,453
At 31 December 2003 R_ZEE=F+_-_HA=+—H 26,715 - 26,715
Positive goodwill is amortised to the consolidated income FEEBEGREERRNRESE
statement on a straight-line basis over 20 years. Negative AT TFHE ARNEBRERE
goodwill is recognised as income on a straight-line basis DTHFRRERZ - ANFEZ
over 14 years. The amortisation of goodwill for the year is FREHET AGEERRHM
included in “other operating expenses” in the consolidated KEBRIN-

income statement.



16. INTEREST IN SUBSIDIARIES

Unlisted shares/capital contributions,
at cost
Amounts due from subsidiaries

Less: Impairment losses

Amounts due to subsidiaries

Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

TR HEBARERS

EEmEGHERE
B
& W B 188 1~ =] 5RO

L L{E 548

& 11 FfY 188 2 B] 3R OR

The Company

A F

2004 2003
—EENF —_EE=HF
$°000 $°000

Fr For
407,842 503,660
1,840,866 1,734,519
2,248,708 2,238,179
(1,484,684) (1,485,083)
764,024 753,096
(50,498) (200,990)
713,526 552,106

Amounts due from/(to) subsidiaries are unsecured, interest
free and not expected to be settled within one year.

The following list contains only the particulars of subsidiaries
which principally affected the results, assets or liabilities of
the Group at 31 December 2004. The class of shares held is

ordinary unless otherwise stated.

Fed, (FEA) M A RN IE R &
ER 28 RBEBHIER—FR

Bi&-

AT R = EEmE+= A
St+-BYAEELE EES
AERRIEYE HBAE
Ko 2 AR FIRRGY 5
= ER -
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Notes on the Financial Statements Bf % & & M &t
For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

BE_SFNF+-A=1—HIFE (LBEFE)

16.

INTEREST IN SUBSIDIARIES (continued)

TAR.MEARER (&)

Proportion of ownership interest

Place of EEREZLH
establishment/ Particulars of Group’s held by
incorporation issued and paid effective the held by

and operation up capital interest Company subsidiaries Principal
Name of company B/ SR ERTR  AKEz HALAT HAKREBELF activity
DEER RS BRERAER  EBRER BR =2 TEER
Fuzhou Guang Min PRC RMB 182,975,000 Note (a) - Note (a) Development,
Road and Bridge H ARE fti(a) Wt i (a) construction,
Construction & 182,975,0007T operation and
Development maintenance of
Company Limited a toll bridge
(“FZGM") % 2E
BN ERERR SERBERE
REARAA WERR

(TREEE])
On Land Limited Hong Kong 2 shares of $1 each 100% - 100% Property
BRERRAF B REREE investment
1R NERE
Qingdao EB-VW PRC - Note (b) - Note (b) Construction,
Waste Water H fit & (b) Fii(b) operation and
Treatment Co., Ltd. maintenance of
("Qingdao EB-VW")* waste-water
BEXRSKEE treatment plants
BRAT BE SEREE
(IE&XE])" REBKEER
Sino Villa Holdings British Virgin 1 share of US$1 100% 100% - Property
Limited Islands (“BVI")/PRC 1REREE investment
RERTHES/ E$) NERE

i

SuZhou SuNeng PRC RMB83,537,000 Note (c) - Note (c) Design,
Waste-to-Energy H AR Fri(c) fitiE(c) construction,
Co. Ltd. 83,537,0007T operation and
(“Suzhou Suneng")* management of
BNTEENREE a waste-to-energy
BRAR plant
([EMExae])* Rit BE2ER
EENREZH
# Registered under the laws of the PRC as sino-foreign *‘ R B X 5 AN E

co-operative joint venture.

(EE &R



16.

Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

INTEREST IN SUBSIDIARIES (continued)

Notes:

(a)

Greenway Venture Limited (“Greenway”), an 80% owned
subsidiary of the Company and the foreign joint venture
partner of FZGM, is committed to contribute the full amount
of FZGM’s registered capital. Net profit (after payment of an
agreed sum ranging from RMB600,000 to RMB2,500,000
annually to the PRC joint venture partner of FZGM) of FZGM
should first be applied for the repayment of capital and
advances made by Greenway. After the capital and advances
made by Greenway have been fully repaid, the net profit of
FZGM (after payment of an agreed sum to the PRC joint
venture partner mentioned above) is to be shared by
Greenway and the PRC joint venture partner on a 90:10
basis.

EB-VW HK Holding Company Limited (“EB-VW”), an 60%
owned subsidiary of the Company and the foreign joint
venture partner of Qingdao EB-VW, is committed to
contribute 60% of Qingdao EB-VW'’s registered capital. The
remaining 40% registered capital will be contributed by the
PRC joint venture partner. EB-VW is fully entitled to the net
profit of Qingdao EB-VW for the first 14 years of the joint
venture period. From the 15th year of the joint venture period
onwards, the net profit of Qingdao EB-VW is to be shared
by EB-VW and the PRC joint venture partner on a 98:2 basis.

Starland Resources Limited (“Starland”), a wholly-owned
subsidiary of the Company and the foreign joint venture
partner of Suzhou Suneng, is committed to contribute the
full amount of Suzhou Suneng’s registered capital. Net profit,
after payment of an agreed sum of RMB880,000 annually to
the PRC joint venture partner of Suzhou Suneng, of Suzhou
Suneng is fully attributable to Starland.

TR BWERAAERE (&)

N B B0%E R 2 M B
AEIFRNERBING G E B
¥ Greenway Venture Limited
([ Greenway] ) A& E AN
EEEEHaEME R KB
BFRFN(EEFIHANT
A R#600,0007T & A R #
2,500,0007T 2 13 7E 7K H T
TEERMR) BELRNE
#GreenwayBE XN 2B A K
B £ 2 HUEIE Greenway
ESXNZEARAREBRIE HE
BB 2 FRF (FEan kSRt
BENHBERBTFITEE
FLE1%) 15 B Greenway &
7B BB HIR0:102 thFI 8

e

DT 60%E R 2 W B
RRAIREENEBIINFEEE
¥ KBS HEK IS & B R
BRAR ([FRELHE]) &
#FEAT B HXE60%EME
KB T40%EHRF HEER
HHE R RBIIHERE L H
BETHFAZ2HZEESE X
BZERAN - MEE+RFA
EHIE S EREZFRFE
AAXRBRIERPHEER
HiZo8:2 7 LI o

AQE 2B B A R FEERM
BREEINFEEBHERER
ARAT ([28]) &EFA
BRMNERAE 2 M E A - g
BEEZFRA (EBFEIMAA
R #880,0007T 2 1 7€ 58 F
FHAEERNR) BE2RED
FrA e
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

17. INTEREST IN ASSOCIATES

T . BEQARES

The Group The Company
KEH KAT

2004 2003 2004 2003
—EENE —ZTT-F ZFEENE —TT=F
$°000 $'000 $°000 $'000
Fr Fir Fr F
Unlisted shares, at cost JEETRAMD A A — = 205,199 432,085
Share of net assets EREEFER 435,479 467,781 = =
Negative goodwill BEE - (26,287) - =
Amounts due from associates & Y B & 2 7] 28 - 486,914 - 486,937
435,479 928,408 205,199 919,022
Less: Impairment losses B REEE - - - (266,503)
435,479 928,408 205,199 652,519

Amounts due from associates are unsecured, interest free
and not expected to be settled within one year.

The following list contains only the particulars of associates,
all of which are unlisted corporate entities, which principally
affected the results or assets of the Group at 31 December
2004.

EWEZE DA RAREER 2
ERERATER-—FREE-

ATEINER -_ZZTMF+_H
ST HUAKEXREREER
REBEZEZBZRR (BRIFE
EHEXER) B



17.

Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

INTEREST IN ASSOCIATES (continued) T+t . BEATERS (&)

Proportion of ownership interest

EEREZLH
Form of Place of Group’s held by
business incorporation effective the held by
structure and operation interest Company subsidiaries Principal

Name of company $KEE TR LR XEEZ HEAR HKEAR activity

ARER #E LEhY ERER 58 58 TTER

Newton Industrial Incorporated BVI/PRC 44.12% 44.12% = Investment

Limited (“Newton”) F Ak L RBRLBS/ holding
(note i) i BREZER
(Hrati)

Notes: 5t -

(i) Newton holds an 34% equity interest in Shenzhen Mawan (i) NewtonF B X I5EE HE
Power Company Limited, a sino-foreign joint venture RARE (—RPAF B 2 F
established in the PRC which currently operates two power INE B EE) 4% AR
plants in Shenzhen, the PRC. ZARBEKERBIRIKE

(ii) During the year, the Company disposed of its 25% interest (ii) FAAAREEERBRER
in Hong Kong Shanghai Development Co Ltd. (“HK BREBRAR([BEERE])
Shanghai”) and the related amount due from HK Shanghai. B%ERRABRBERREZ

MR RAFRIE -

(iiiy  During the year, the Company disposed of its indirectly held (iiy FRAQAFDHEEMEEA

50% interest in Dow’s Infrastructure (Shunde) Limited. ZiEHER (EE) GR AR
50%7& z °
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

17. INTEREST IN ASSOCIATES (continued) T+t . BEATERS (&)

130

(a)  Additional combined financial information in respect (a) FHEAEEEEARZEHE
of the Group’s associates is given as follows: eI BER T :
2004 2003
—EENF —EE=F
$°000 $’000
Fr For
() Operating results (note) (i) REEE ()
Turnover B 70,571 64,274
Depreciation E 13 74
Profit before taxation B 7% A & F) 248,209 270,715
Profit after taxation b i1 B F 194,975 239,824
Group’s share of profits REBMEBERTZ
after taxation for the year REERT%E AT
attributable to associates 80,888 96,555
Group’s share of surplus/ AEBMEREME
(deficit) on revaluation BEnAR%/ (BE)
of investment properties 4,294 (13,322)
Note: Operating results included those of associates up to their et REXBEPDRESHELAE
respective dates of disposal. EHERAH AL 2 ¥E-
2004 2003
—E¥E 515 =% Ef‘i
$°000 $’000
Fr For
(i)  Balance sheet (i EBEAEBEX
Non-current assets FERBEE 985,860 3,157,243
Current assets MEEE 2,354 44177
Current liabilities mEa & (60) (64,031)
Non-current liabilities FERBEE = (2,114,785)
Minority interests DERRER = (10,965)
Net assets BERRE 988,154 1,011,639
Group’s share of net assets REBMEHE
attributable to associates NAIZBEFSE 435,479 467,781
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19.

Notes on the Financial Statements Bf 78 3§ % Ki &+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

OTHER FINANCIAL ASSETS +TN.HBKEE

The Group The Company
rEE KAF
2004 2003 2004 2003
—EENE —TT=-F ZBENE —TIT=F
$’000 $°000 $’000 $°000
Fr Fir Fr Fr
Listed equity securities in BB LTRAES
Hong Kong (note) (Ktat) 32,813 32,813 - =
Unlisted equity securities F AN &
outside Hong Kong FETRATE S 13,649 13,649 13,649 13,649
46,462 46,462 13,649 13,649
Market value of listed ETRAEES
equity securities ZmE 29,470 30,989 - =
Note: Listed equity securities in Hong Kong represent an Max: BB LTRABHERES
approximately 3% equity interest in Hong Kong Construction B ER) ERAR ([EF
(Holdings) Limited (“HK Construction”). The directors are of BRI A% A -E

FRAKEE T ER B
REMRBEEERE E
BB AR

the opinion that the Group holds such interest in HK
Construction on a continuing basis for strategic reasons.

DEBTORS, OTHER RECEIVABLES, DEPOSITS AND T h.BUERF HEWFIE &

PREPAYMENTS

The amounts are expected to be recovered within one year
except for deposits of $2,400,000 (2003: $2,400,000) which

are expected to be recovered after more than one year.

Included in debtors, other receivables, deposits and
prepayments are trade debtors of $4,571,000 (2003:
$3,630,000) which are current and not yet due for payment.
The trade debtors represent mainly toll bridge income
collected by a management company on behalf of the Group

which is settled on a monthly basis.

ERANKE

BizEeBEAR —FRKE:
M 2,400,000t (= T T =
:2,400,00070) 2 Z kN E
TBETR —F & U E -

FEMBE R E b FEURIE iR & K
BENZRERLEEKE SRR
4,571,000 ( = & T =
£ :3,630,0007T) " 5% FE K EEE A
HRRFBER-ERESER
TEAEREBARKEAERYK
Mz WEBBREA -BENIER
A fte
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

20.

21,

CASH AND CASH EQUIVALENTS

Deposits with bank
Cash at bank and in hand

SECURED BANK LOANS

Zt. . RERBRESEEY

The Group The Company
KE RKAF

2004 2003 2004 2003
$°000 $'000 $°000 $°000
Fr Fr Fr Frr
RITF R 458,905 = 439,819 =
RITHEBRES 113,453 164,115 4,184 83,713
572,358 164,115 444,003 83,713

At 31 December 2004, the secured bank loans were

repayable as follows:

Within 1 year or on demand

After 1 year but within 2 years
After 2 years but within

5 years
After 5 years

St REARTER

RZEZENEFE+=—_RA=+—H"

EHRBETERNERTROT :
The Group The Company
KE KAF
2004 2003 2004 2003
—EENFE —TT-F ZBENF —TIT=-F
$°000 $°000 $°000 $°000
Fr Fr Fr Frr
—FRYEZREK 62,450 88,037 62,429 83,800
—FEEMERN 8,218 8,459 6,429 =
MEBERFER

62,479 36,632 19,286 =
HF% 234,141 232,166 11,249 =
304,838 277,257 36,964 =
367,288 365,294 99,393 83,800
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22,

23.

Notes on the Financial Statements Bf 78 3§ % Ki &+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-—EZNF+=-A=Z+—HALFE (LE¥E)

SECURED BANK LOANS (continued)

Certain banking facilities of the Group are secured by toll

bridge revenue, bank deposits, mortgages on land and

buildings and shares of a subsidiary of the Group. Such
banking facilities, amounting to $534,432,000 (2003:
$522,244,000), were utilised to the extent of $367,288,000
(2003: $365,294,000) at 31 December 2004.

AMOUNTS DUE TO MINORITY SHAREHOLDERS

The amounts are unsecured, interest free and repayable

within one year.

LOANS FROM AND AMOUNT DUE TO ULTIMATE HOLDING
COMPANY

(a)

Loans from ultimate holding company

The Group

The loans are unsecured, interest bearing at 1.75% to
5.08% per annum (2003: 2.46% to 5.75% per annum)
and not expected to be settled within one year, except
for a loan of $93,501,000 (2003: $Nil) which is interest
free. The interest rates are generally based on Hong
Kong Interbank Offering Rate or London Interbank
Offering Rate plus 1.1% to 1.25%.

The Company

The loans are unsecured, interest bearing at 1.75% to
5.08% per annum (2003: 2.46% to 5.75% per annum)
and not expected to be settled within one year. The
interest rates are generally based on Hong Kong
Interbank Offering Rate or London Interbank Offering
Rate plus 1.1% to 1.25%.

=

FEHBTER (&)

REBZBHRITHRE LUK ER
BARITFER L REFR
BREAEENBRBRMEKR
H-R—_BEEWF+_A=+—
B Fili534,432,000C (&
=4 :522,244,0007T) Z R 1T R
& E &) F367,288,000T (ZEF
=4 :365,294,0007T) °

BN BRRRE

ERARERERAM RERAR
—FREE-

BRRERATNERRENRL

Bk T — 1B & =
493,501,000T (—ZEF
—FE B ZCEFRRE
S EERBEER IR
FHE.75%%E5.08% (=
ST =F: FHE246%E
5.75%) it E KRBT R
—FREE-ME—RiZ
BERRITAEFESHEH
BITEEREMIARSE
1.25%5F & o

2NN

al

WEERAEEM EF
&A1 75%%E5.08% (==
T=F FHEK246%FE
5.75%) it E R TFEE TR
—FREE-FB—RIR
BBRTEEFR S K MK
BITEEREMIARE
1.25%5t & o
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

23.

24,

25.

LOANS FROM AND AMOUNT DUE TO ULTIMATE HOLDING
COMPANY (continued)

(b) Amount due to ultimate holding company
The amount due to ultimate holding company is
unsecured, interest free and not expected to be settled
within one year.

(c) Continuous financial support
The ultimate holding company has given an
undertaking to provide the Company with adequate
financial support.

OTHER LOANS

The other loans as at 31 December 2003 were assigned to

the ultimate holding company during the year.

INCOME TAX IN THE BALANCE SHEET

(a) Current taxation in the balance sheet represents:

-tm.

—t3.

Provision for the PRC income AN FE AR B TS R

tax for the year
Provisional tax paid EREHMEH

BRRERATDERRENRL

ERATRE (&)

(b) ENRKRERATRE
R HREERARRIES
EER RERBEHATE
R—FARNEE-

(c) KEHEXE
R ARBAGHES T
PN/NI=] B = TR I 7

HtEXR

R-ZEE=F+_-_A=+—HZ

HERERFASET RRE
EONEE

EERERZEHR

(a) EBEEAEBERARAHPHIE
B
The Group
*

2004 2003
—EENEF —EE=F
$’000 $'000
Fr For
1,211 4,306
(1,113) (1,115)

98 3,191




25. INCOME TAX IN THE BALANCE SHEET (continued)

(b)

(c)

Notes on the Financial Statements Bf 78 3§ % Ki &+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-—EZNF+=-A=Z+—HALFE (LE¥E)

Tt BERERZHAEH ()

Deferred tax liabilities recognised: (b) EEREZEHEAEE
The Group AEEH
The components of deferred tax liabilities recognised ERGEEERBRER
in the consolidated balance sheet and the movements ZIEREFIE B B D KA
during the year are as follows: FREEHINT:
Depreciation
allowances in
excess of
related
depreciation  Revaluation
Deferred tax arising from: BHEMBITEZ of properties Total
BEEBIERE: TERBE MESM wmm
$'000 $'000 $°000
T Fir Fir
At 1 January 2003 R-ZEBEE=F—HF—H - 19,536 19,536
Charged/(credited) to ERABERPNR
consolidated income (3t A)
statement 206 (589) (383)
At 31 December 2003 RZZEZE=F
+=-A=+—H 206 18,947 19,153
At 1 January 2004 R_EZTNF—H—H 206 18,947 19,153
Charged to consolidated ERABRRP MG
income statement 1,078 591 1,669
At 31 December 2004 R-_TZMF
+=-A=+—H 1,284 19,538 20,822
Deferred tax assets not recognised (c) XAERELEHEEE
The Group has not recognised deferred tax assets of 7N 5 (B 3 £ FEFR B T 4K 4

$32,730,000 (2003: $24,007,000) in respect of tax
losses. The tax losses do not expire under current tax
legislation.

BEENELEHRIEEE
32,730,000 (=& ZE =
£ 24,007,0007T) ° B IF
AT 5] - bt mT Ak
HMEBETRERARE-
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

26.

EQUITY COMPENSATION BENEFITS

The Company has a share option scheme which was adopted
on 26 May 2003 whereby the directors of the Company are
authorised, at their discretion, to invite employees of the
Group, including directors of any company in the Group, to
take up options to subscribe for shares of the Company.
The exercise price of options is the highest of the nominal
value of the shares, the closing price of the shares on The
Stock Exchange of Hong Kong Limited (“the Stock
Exchange”) on the date of grant and the average closing
price of the shares on The Stock Exchange for the five
business days immediately preceding the date of grant. The
options are exercisable six months (or a later date as
determined by the directors of the Company) after the date
on which the options are granted for a period up to ten
years or 25 May 2013, whichever is earlier. Each option
gives the holder the right to subscribe for one share.

(a) Movement in share options

At 1 January ®n—H—H
Lapsed B R

Issued B &1

Exercised [=EGREd

At 31 December R+—-—BA=+—H
Options vested at 31 December K+ _-_HA=+—H

B BB rE

TR BRARBEEAR

RAalRB —EERETS E
RZEE=ZFRA-_+B#%
Mot AR R EBREREAD
BREAEEEES (BEAEE
FRKERRIZES) EMNAIR
BARARRMD 2 EARRE-BRE
TEEARMEE  RMHNKET
HEEEAEBEXSMABRAA
([BERFT)) 2 B ARHD E
ERTBHAAEEXRERZ
FieFHBmE (UMBREE AR
%) BEREA KL BHESER
RAEMREITERE ERE &
ZETFRE_T—=FRA=
THALE (UAREERE) BRI
BERERTEREARE KRR
D2 R

BREZSH

2004 2003
—EENE —TT=F
Number Number
#H g H
109,400,000 2,000,000
(500,000) (2,000,000)

- 109,400,000

(500,000) -
108,400,000 109,400,000
108,400,000 -




26. EQUITY COMPENSATION BENEFITS (continued)

(b)

(c)

Notes on the Financial Statements Bf 78 3§ % Ki &+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-—EZNF+=-A=Z+—HALFE (LE¥E)

Terms of unexpired and unexercised share options

at balance sheet date

Date granted

RHBEH TS

29 September 2003

Exercise period

(b)

Exercise price

29 March 2004 to 25 May 2013

“ZE=FAAZTNAR ZEEWE=A-THARE
ZE-=FRAZTAA

29 September 2003

29 September 2004 to 25 May 2013

ZEE=FAAZ+HhBE ZEEMNFEAR-TABEZRE
—E-=FfRA-+HEAH

Details of share options granted during the year,

all of which were granted for nominal consideration

Exercise period

TES

29 March 2004 to 25 May 2013
—ETNE=A-TNARE
—E-—=FRHA=-+THhH

29 September 2004 to 25 May 2013
—EEMFAA-tAEE
—E-—=-FAA=-+HA

Exercise price

TREE

$0.296
0.2967T

$0.296
0.2967T

TRE

$0.296
0.2967T

$0.296
0.2967T

(c)

St REABEER (8)

RESE R E AR RER

THEZBREZER
2004 2003
—RRPNE —FF=F
Number Number
2 E 2B
54,200,000 54,700,000
54,200,000 54,700,000
108,400,000 109,400,000

FRAEREBRE (9K
SBAKERL) #1F

2004

—2ENF

Number

BE

2003
TT=F

Number

2B

54,700,000

54,700,000
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

26. EQUITY COMPENSATION BENEFITS (continued) TR REBEER (&)
(d) Details of share options exercised during the year (d) FREITEZEREFS
Market
value per
share at
exercise date Proceeds
Exercise date Exercise price RITERAZ received Number
TERS TEE BERTE 2 WRE #H
15 October 2004 $0.296 $0.415 $148,000 500,000
—EENF+ AT EREA 0.2967C 0.4157¢ 148,0007C 500,000
27. SHARE CAPITAL Tt BRA
2004 2003
—EENF —RE=F
No. of No. of
shares shares
BRE f% &1
’000 $°000 ‘000 $°000
FR Fr Fhg Fir
Authorised: HEE:
Ordinary shares of HiREEO0.107T
$0.10 each ZEBRK 5,000,000 500,000 5,000,000 500,000
Issued and fully paid: ERTREBEEHHE:
138 At 1 January n—HA—H 2,548,312 254,831 2,548,312 254,831
Shares issued under share B IE BB A RE AT &
option scheme BIT 2R 500 50 = =

At 31 December R+-—A=+—8 2,548,812 254,881 2,548,312 254,831




28. RESERVES

(a) The Group

t 1 January 2003

Share of exchange reserves
of associates

Exchange differences on
translation of financial
statements of subsidiaries,
associates and jointly
controlled entity

Exchange reserves realised on
disposal of subsidiaries

Profit for the year

At 31 December 2003

t 1 January 2004

Reduction of share premium
(note (c))

Shares issued under share
option scheme (note 27)

Share of capital reserve
of associate

Share of exchange reserves
of associates

Exchange differences on
translation of financial
statements of subsidiaries
and associates

Capital reserve realised
on liquidation of subsidiary

Exchange reserves realised on
disposal of associate

Profit for the year

Dividend declared in respect
of the current year (note 10)

Transfer to special reserve
(note (c))

At 31 December 2004

=R

#

ﬁ

EF
<
hh

B

o

g

BEQ

HBRRELL
EXER

Tk «IH

D)ll\

= -

!
AERE

f

EE

E07

-

&é%@?

HENBAAMER
2B
KERE

Rz

Al
i

]

(K

g

=z

=

TR —
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RZFEME-A-H

z
i
f
B
h

R

)

NG

it
i

Rtn (%
gL

?ﬁ*&

D)

2

B
HE ES

i#27)

AERRR

AERERREL R

BRENELA
BEQ

ELVENER

-

%ﬁﬁi

WBAAREMER
JERGE
HENBARTER
LB
RERE
AERETRRE
(K 10)
ERZHMIER
(Hit(c)
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

A e
(a) AX&KEH
Reserve/
(goodwill)
arising on Revaluation  (Accumu-
con-  Exchange reserve of lated

solidation differences Capital  land and losses)/

SAKE  arisingon redemption  buildings retained

Share Special EEZ  translation reserve 1HR profits
premium  reserve R/ HBEELZ EX BT (BHFE)/ Total
RGEE KRR (H8) EXZE EORFE EMRE REEW aE
$000 $000 $000 $000 $000 $000 $000 $000
Tr T T T T Tr T T

2,817,279 - 58,177 2754 70 243 (2,187,253) 691270
- . = (904) - - = (904)
. . = (1,020) - - = (1,020)
= - - (618) - - - (618)

- - - - - - 56,837 56,837
2,817,279 - 58,177 212 70 243 (2130416) 745,565
2,817,279 - 58,177 212 70 243 (2130416) 745,565
(2372,173) - = - - - 2372173 -
% - - - - - - %

- - 905 - - - - 905

= - - 802 - - - 802

= = = 1471 = = = 1471
- = (555) - - - = (695)
- - - (808) - - (808)

_ i i - - - 76 86776
_ , _ - (10193)  (10,193)

= 112,016 = = = - (112,016) =

445,204 112,016 58,527 1,677 70 243 206,324 824,061
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

28.

RESERVES (continued)

(a)

The Group (continued)

Retained profits/(accumulated losses) of the Group

can be analysed as follows:

Company and its subsidiaries AREREWEB D
Associates Bk 4% X 7]

(i)

(iiif)

The application of the share premium account
is governed by Section 48B of the Hong Kong
Companies Ordinance.

Details of the special reserve are set out in
note 28(c).

The reserve/goodwill arising on consolidation,
exchange reserves and revaluation reserves
have been set up and will be dealt with in
accordance with the accounting policies
adopted for goodwill, foreign currency
translation and the revaluation of investment
properties (note 1).

Rl

TN e (&)

() A&® (&)

AEBEZREBAEN,/ (R
FEE) MM

2004 2003
—EENF —FE=F
$°000 $000

Fr For
71,531 (2,072,965)
134,793 (57,451)
206,324 (2,130,416)

(i) KOEEERZER
REB(RBEB)
FE+/\BFERE -

(i) HRFEEFBEHRN
B3t =+ \(c)e

(iiy #HEREBMELZ
FH/ EmEEX
EEREGLHES
B R IR I
EE INEBRE
BHIREYEFTR
Mz e BRER
(B zE—) o



Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

RESERVES (continued) TN ®RE (E)
(b) The Company (b) ZAAF
(Accumu-
lated
Capital loss)/
redemption retained
Share Special reserve profit
premium reserve X (RitESR) / Total
R4 4B 1 Bl k4 RE % REEF B
$000 $000 $000 $000 $000
Fr Fr Fr Fr Fr
At 1 January 2003 RZZT=F
—R—H 2,817,279 - 70 (2,344,269) 473,080
Loss for the year AEEER - - (37,600) (37,600)
At 31 December 2003 R-ZE=F
+ZRA=+—-8 2817279 70 (2,381,869) 435,480
At 1 January 2004 RZZEZTWF
—R—H 2,817,279 - 70 (2,381,869) 435,480
Reduction of share BIR AR 10 )4 B AR
premium (note (c)) (K7t (c)) (2,372,173) = - 2,372,173 =
Shares issued under BEEREE
share option scheme BIIRN 98 - - - 98
Profit for the year AEEAR - - 152,687 152,687
Dividend declared in AEEESRRE
respect of the current (BtaE10) 141
year (note 10) - - - (10,193) (10,193)
Transfer to special BRERRIFEE
reserve (note (c)) (K7t (c)) = 112,016 = (112,016) =
At 31 December 2004 RZZTMF
+ZA=+—8 445,204 112,016 70 20,782 578,072




142
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

28. RESERVES (continued)

(b)

(c)

The Company (continued)

(i) The application of the share premium account
is governed by Section 48B of the Hong Kong
Companies Ordinance.

(i) Details of the special reserve are set out in
note 28(c).

(iii)  The aggregate amount of reserves available for
distribution to shareholders of the Company at
31 December 2004 was $20,782,000 (2003:
$Nil). After the balance sheet date, the directors
proposed a final dividend of 0.6 cent per share
(2003: $Nil), amounting to $15,293,000 (2003:
$Nil). This dividend has not been recognised
as a liability at the balance sheet date.

On 5 January 2004, the Company announced its
intention to put forward a proposal for the reduction
of the Company’s share premium account by the sum
of $2,372,172,824 (i.e. accumulated losses of the
Company as at 30 September 2003) and the
application of the same amount of credit arising from
such reduction towards the elimination of the
accumulated losses of the Company. The reduction
of share premium account, approved by the
shareholders at the extraordinary general meeting held
on 2 February 2004, was confirmed by an order made
by the High Court of Hong Kong (“the Court”) on 2
March 2004 and became effective upon registration
of the said order by the Registrar of Companies in
Hong Kong on the same date.

TN B E)

(b)

(c)

AT (&)

(i) KEhaBRzAR
XEB (R BIEB)
E+/\BFRE -

(i) HRFEEFBEIN
BisE=+/\(c) °

(i) MZEZEMOF+=
A=+—B &2
AAI AR TFREZ
w & B 8®
5 20,782,0007C
—ET=F )
REEBR% BF
BEORKEBRKRE
BRo6W(ZEE
=F:|) A H
15,293,0007T ( —
TEE=F:F) R
HER RERE
WAREHEBER
RBRE-

RZZEZENFEF—HAR "
KA AMEBRRER
FBIR AR B R B
#R2,372,172,8247T (B
ARIBE_ZTT=FNA
=t+HZRFEER) W
HUB AR D iR BRRFTE £ 2
Fl—HEERSEANIE
HARA Z BETEE-Hl
BRDEREREEER =
TEENF_A-—HBETZ
RERRIAS EEREH
YR —_ZEENE=A
—REREREER (X
Bt)) fEL B S T ARER
RAARERBMESA
RlEMEERL LMBESE
A e
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

RESERVES (continued)

(c)

(continued)

To safeguard the interests of the Company'’s creditors,

the Company undertook to the Court to create a

special reserve upon the reduction of share premium

account on the terms set out below:

that for so long as there shall remain
outstanding any debt of or claim against the
Company which, if the date on which the
reduction of the share premium account of the
Company (“the Effective Date”) were the
commencement of the winding-up of the
Company, would be admissible to proof in such
winding-up and the person entitled to the
benefit thereof shall not have consented to the
said reduction of share premium account or
agreed otherwise, the Company shall credit to
a special reserve in the books of the Company

(“the Special Reserve”):

- any amount arising by reason of a
release of any provision taken into
account in establishing the accumulated
losses of the Company shown in the
balance sheet of the management
accounts of the Company for the nine
months ended 30 September 2003; or

TN (B

(c)

(#)

RTREXDRGEREAZ
Rz AN A [EDA BT A
A wE BB 0 ) (B R

By 8 32 — 45 Il o 18 - 16k
AR
(i) R A2 B AR AR

aBEREXZ A
(T&EZB#]) (&
RSN EANVNCIDE:S
Mt B) AR1INA
ERRBEERHK
RTHBR Mt
FEHBEAARR/AN
RABEREEZA
EmEE BBA
Bz AMETHE
s A A B it B R
Bt Bk E ]
AR RIZALT
BB AR R AR
B2 BERIfREE (1%
RIfFERE]) T

- E#E &
AR QA #H
E-EE=
FALA=+
HiEAEA
ZEBER
R EESR
& N
BEtEEZ
1 {77 £ 48 B
E Xz 2
gk
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

28. RESERVES (continued)
(c) (continued)
(i) (continued)

- any amount received by the Company
as profit by way of distribution from a
corporation which was a subsidiary or
an associated company of the Company
at the Effective Date (a “subsidiary” or
an “associated company” respectively)
which is made by such subsidiary or
associated company out of profits
available for distribution prior to the
Effective Date or any dividend paid to
the Company in respect of any liquidation
of a subsidiary or an associated
company commencing prior to the
Effective Date; and

TN e )

(c)

(#)

ZIN/NECTE (e
ENVNCIR )
s ERD
&&BRZ %
LA N
ARAEMA
Ll RANYNE]
B B8 2~ B 5k
I SN]
(2 5l 5 &
RITHB R
GEEAR -
~AE]) W
EE®ETY
B A B B
NI R
ACIR DR
2 B A Fi A
Hoik &
M XA
ZIN/NEC]Y e
M HHEE
P B 81T
BB
Al B & A
B W ER AT 15
2B R
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

RESERVES (continued)

(c)

(continued)

(ii) the Special Reserve:

shall not be treated as realised profits of
the Company; and

shall, for so long as the Company shall
remain a limited company, be treated as
an undistributable reserve of the
Company for the purposes of the
Companies Ordinance (Chapter 32 of the
Laws of the Hong Kong Special
Administrative Region of the People’s
Republic of China) or any statutory
modification or re-enactment thereof.

TN e (E)

(c)

(#)

(if)

5 Bl 15

TREES
RKRBIZE
B3R A A
&

REARRE
DRERA
A RER
&l & Bl (
FEARAM
B & &% 5l
17 B A B
£ 328 ) K
A IR TE B
HAE2E
fa] & B 3k &
Rl H B
= RNYNC]
Z TRl 2k
fe ff
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For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

28. RESERVES (continued)

(c) (continued)

Provided always that:

(1)

the Special Reserve may be applied for the
same purposes as a share premium account

may lawfully be applied;

the amount standing to the credit of the Special
Reserve may be reduced by an amount equal
to any increase, after the Effective Date, in the
share premium account of the Company which
results from an issue of shares (other than for
the purposes of any redemption or purchase
by the Company of its own shares) for cash or
other consideration or by way of the
capitalisation of distributable profits or reserves,
and the Company shall be at liberty to transfer
the amount so reduced to the general reserves
of the Company and the same shall become
available for distribution;

the amount credited to the Special Reserve in
accordance with the foregoing provisions of this
undertaking shall not at any time exceed
$1,762,999,500 (“the Limit”);

TN e (&)

(c)

(#)

f:

i Bl 8 AT AR 1E @
AR ®RERZ
BERE:

FrlFmERES R
A EIR BB
EAKRA#E:
Bkt (B2
AEEXREE NS
B fn & Bk ON) ] ER
ReskHibR(ER
BBE RN 2K
B 31k T 5l B
A2 B i i 1 Bk
KN Z B AN R A
AR D 2
BEARAZ R
- MBS
DR A

BIRARFGE 2 Lt
L TE RC A K Bl
2 & BE MR E
Bt/ BB
1,762,999,5007T
([FRAREE]):
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)

HE-ZENFE+-FA=+—-HILFE (LE¥HH)

RESERVES (continued)

(c)

(continued)

(4)

the Limit may be reduced by the amount of any
increase, after the Effective Date, in the paid-
up share capital or share premium account of
the Company which results from an issue of
shares (other than for the purposes of any
redemption or purchase by the Company of its
own shares) for cash or other consideration or
by way of the capitalisation of distributable
profits or reserves;

the Limit may be reduced upon the liquidation,
disposal or other realisation, after the Effective
Date, of a subsidiary, an associated company
or any of the financial or fixed assets of the
Company by the amount of the provision made
in relation to such subsidiary, associated
company or financial or fixed assets as at 30
September 2003 less such amount (if any) as
credited to the Special Reserve as a result of
such liquidation, disposal or realisation; and

in the event that the amount standing to the
credit of the Special Reserve at any time
exceeds the Limit after any reduction of the
Limit pursuant to provisos (4) and/or (5) above,
the Company shall be at liberty to transfer the
amount of any such excess to the general
reserves of the Company and the same shall
become available for distribution.

N e (E)

(c)

(%)

(4)

EEBBHE B
BB (BAR
AEEREE NS
Bt & Bk ON) ] ER
ReskHibRER
BBE RN 2K
2N =X {4 T 5l B
ARBZBRBEAR
B0 Ot B B 38 0
ZBAIRERDE
FAMR 8

WAERESE
B E R AR
o R B A
A mEARRA
DB B 5 E
FEEB R-F
T=FNA=+H
A E R A
TONCET g
BAEAERERY
S A
BOHERERE
TR E A 2 B B
BRESE (NF)
28R
BMBE: R

R AR R £ (4)
/S (5)GHEIBE
A PR B8 18 1 Bl 1
ZERCHEBRE
AR AR A A
ERBHZHBER
NAElZ —BHE
mEMEEAHD
K Z e
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Notes on the Financial Statements B #& % & Mt 5+

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
HE-—ZTZOF+=-A=Z+—HULEFE (LUB¥FE)

28. RESERVES (continued) TN B (&)

(c) (continued) (c) (%)
During the year, an amount of $112,016,000 was FR-BERE LA IE
credited to the Special Reserve in accordance with 112,016,0007T A B %F 5

the undertaking. e

29. ACQUISITION OF SUBSIDIARIES SR, U B B A R
2004
—EENMEF
$°000
Fr
Net assets acquired: WHEPTIG B E R 5.

Fixed assets BEE&E 1,478
Cash and cash equivalents e kBReEFEEY 3,109
Amount due to minority shareholder P& DB R R IE (6,206)
Other payables and accrued expenses HaEANRBEREFTER (3,807)
Current taxation N EAFR IR (21)
Minority interest LR = (38)
Net identifiable assets and liabilities AHREENAGBFERE (5,485)
Goodwill arising on consolidation EREFEECHEHZE 20,619
Total purchase considerations U ERE 15,134
148 Less: Cash of the subsidiaries acquired MBS B AR 2R S (3,109)

Net cash outflow in respect of the WEMB AR 2B &N L F58

purchase of subsidiaries 12,025
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Notes on the Financial Statements B # % 3 i =

For the year ended 31 December 2004 (Expressed in Hong Kong dollars)
BE-_STENFE+-_A=+—HLFE (UEBE¥:HE)

MATERIAL RELATED PARTY TRANSACTIONS

There were the following material transactions with related
parties during the year:

(a)

The Group entered into the following related party
transactions with its ultimate holding company, China
Everbright Holdings Company Limited (“CEH”"):

— Interest expense —MEZH
— Write back of interest expense  — & B F| B %

On Land Limited, a subsidiary of the Company,
entered into the following related party transactions
with CEH and its subsidiaries:

Rental income for the provision RERLEWEZ
of office premises el A

On 21 March 2003, the Company entered into an
agreement with CE Technology, a former associate of
CEH, whereby the Company agreed to sell and CE
Technology agreed to purchase the entire 100%
interests in the share capital of each of Bright Merit
Investments Limited and Tung On Assets Limited,
which in aggregate held an attributable interest of
approximately 77.12% in SETI, for a cash
consideration of $7,000,000 (note 12).

=t . RBEBAGCZEARRS

FAN-EBEBATCERZTZN
N

(a) AEEBRESKKIERAT
TEAANEEBRAFA
([REE])BEUTZ

AT S
2004 2003
—EENE —TT=F
$°000 $°000
Fr For
10,712 19,482

- 9,379

(b) ARB-RKEBREER
BRAREXKEENE
B8 R R] S 2 B R AL

BT
2004 2003
—EETNF —EE=F
$°000 $°000
Fr For
730 801

(c) R-ZEZE=F=ZA—_+-—
ERFNNSIEES YN E s 4G
AEERBERA)FZ
e R UL AR FIRE H
E MAERBMRREEA
Bright Merit Investments
Limited 2 Tung On Assets
Limited (M & & XFH X
RARMET7.12%5 & #
BH)MERAT Z2H
100% & B KE R
7,000,0007T (M5 +=) -
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30. MATERIAL RELATED PARTY TRANSACTIONS (continued)

(d) In 1998, FZGM (then a jointly controlled entity) entered (d)
into an agreement with a then minority shareholder of
a subsidiary of the Group for the construction of a
bridge in Fuzhou, the PRC. The total construction cost
amounted to $401,563,000. At 31 December 2003,
construction cost payable to the minority shareholder
amounted to $51,563,000 and it has been fully settled
as at 31 December 2004. 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 (e)
balances with related parties:

The Group
rEH
2004 2003
—EEME —TT=F
$’000 $°000
Fir T
Amounts due from JE W Bk i 1 R SR IB
associates - 486,914
Loans from ultimate SRR BER
holding company (545,206) (487,664)
Amount due to ultimate JEff &4
holding company NEIE S5 (9,186) (37,835)
Amounts due to minority &4 BRR B 7B
shareholders (7,962) (563)
Amount due to minority & > 1A% 3R I8
shareholder (included (5t AE &+
in other payables) FIE) - (51,563)

=+ EHBABALCZERRS (&)

N WA WAN SR A b
(ERZEE AR HAE
BB AR ER DR
RERBEEMRPREBIMNT
2B k- 8
¥ A A5 401,563,000
TL-R_TEET=F+_A
=+—HB ENTFZIE
IR 2 & ERKRAXAB
51,563,000 R=—ZE &
mE+—A=+—BE&
FEfH-ARREERE"
RGP A EEBBIEF
R R EIRREIT

The Company

PN
2004 2003
“RBME —FE=F
$°000 $000
Fr F7T
- 486,937
(451,705)  (487,664)
(8,559) (37,151)
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COMMITMENTS

(a)

Capital commitments outstanding at 31 December
2004 not provided for in the financial statements were

ZEENF+ A+ HIFE (KEBEFE)

(a) R-ZEZWNF+-—A=+
— B WEETEREP

as follows: B 2 EAAENT
The Group The Company
KEH RKAF

2004 2003 2004 2003
—EENE —TT=F ZEENFE —TIT=F
$°000 $°000 $°000 $°000
Fr Fir Fi F
Contracted for =K 235,630 70,884 58,480 65,945

At 31 December 2004, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

Within 1 year —FR
After 1 year but within 5 years —FRBRFA

The Group leases a number of properties under
operating leases. The leases typically run for an initial
period of one to two years. None of the leases includes
contingent rentals.

(b) RZTETEMF+=—A=+
— B RBRETAHRAOKL
EHEEHEENORE
HEMNRBEBEENT:

The Group
&
2004 2003
—EENEF —FE=F
$°000 $°000
FT T

287 =
165 =

452 =

AEEREREEERE
SENE-ERAE—K
X EH—Z=ZmF B
TEERERS-
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32.

33.

34.

152

35.

CONTINGENT LIABILITIES

At 31 December 2004, there were contingent liabilities in
respect of guarantees given to banks by the Company for
end user financing guarantees and undertakings executed
by a disposed associate to banks amounting to $745,000
(2003: $245,000). Pursuant to the sale agreements, these
guarantees will be released by the end of June 2005.

PLEDGE OF ASSETS

The
aggregate net book value of assets pledged amounted to
approximately $300,607,000 as at 31 December 2004 (2003:
$288,816,000).

Details of assets pledged are set out in note 21.

RECENTLY ISSUED ACCOUNTING STANDARDS

The Hong Kong Institute of Certified Public Accountants has
issued a number of new and revised Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards
(“new HKFRSs”) which are effective for accounting periods
beginning on or after 1 January 2005.

The Group has not early adopted these new HKFRSs in the
financial statements for the year ended 31 December 2004.
The Group has already commenced an assessment of the
impact of these new HKFRSs but is not yet in a position to
state whether these new HKFRSs would have a significant

impact on its results of operations and financial position.

ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company at 31
December 2004 to be China Everbright Holdings Company
Limited, which is incorporated in Hong Kong.

=R

t1.

HEEE

RZEZENEFE+=—_RA=+—H"
ARRE—RELEHE QFR
RITFEUZKRAFPRAERERER
FE MR HRITIR MR
EzskEREAT45000T (=&
T =4F: 245,0007T) LB AR
EmE LEEREAIR-_ZT
FFEN KA

CEEEW

EEREEFBENWE =+
—e R ZEBEEWNF+_A=1+—
B ERHEEZFEFEASE
#3 /300,607,000 (T ZT =
%: 288,816,0007T) °

BRI Mz a5 EA

BEGHMAGRMTETEH
EBEFT 2B BMBHREENR
BEGHER ([HBEMBRE
2Al]) - ER-_ZETRF—A—
B ARFRm &t R AR

AEEVAREBE _TTOF+
“RA=t-HLFEZHBERER
RERMEZBHBE RS ER-
AEEDEFHEHEEYE R
SERFERZZE TR
A B AN RE LR
SERHERLEXE MM BARE
REREE-

RRERAF

EERAR-BEMF+-—A=
+—AZRRERATATEN
KEBARAF ZAAEES
SR AR 37 o



