Notes to the Accounts

1 Principal accounting policies

The principal accounting policies adopted in the preparation of the accounts are set out below:

(a)

)

Basis of preparation

The accounts have been prepared in accordance with accounting principles generally accepted in
Hong Kong and comply with accounting standards issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”). They have been prepared under the historical cost

convention.

The HKICPA 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 1st January 2005. The Group has not early adopted these new
HKFRSs in the accounts for the year ended 31st 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.

Consolidation
Subsidiaries are those entities in which the Company, directly or indirectly, controls the
composition of the board of directors, controls more than half the voting power or holds more

than half of the issued equity capital.

The consolidated accounts include the accounts of the Company and its subsidiaries made up to
31st December. In the circumstances where a subsidiary over which the Company does not have
unilateral control but joint control, the subsidiary is accounted for as a jointly controlled entity

in accordance with the accounting policy set out in note 1(d) below.
The results of subsidiaries acquired or disposed of during the year are included in the
consolidated profit and loss account from the effective date of acquisition or up to the effective

date of disposal, as appropriate.

All significant intercompany transactions and balances within the Group are eliminated on

consolidation.
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1 Principal accounting policies (continued)

(b)

(c)

Consolidation (continued)
The gain or loss on the disposal of a subsidiary represents the difference between the proceeds
of the sale and the Group’s share of its net assets together with any unamortised goodwill or

negative goodwill and any related accumulated foreign currency translation reserve.

Minority interests represent the interests of outside shareholders in the operating results and

net assets of subsidiaries.

In the Company’s balance sheet, the investments in subsidiaries are stated at cost less provision.

The results of subsidiaries are accounted for by the Company on the basis of dividend income.

Goodwill/negative goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s
share of the net assets of the acquired subsidiary or jointly controlled entity at the date of

acquisition.

Goodwill on acquisitions is recognised in the consolidated balance sheet as an intangible asset
and is amortised using the straight line method over its estimated useful life. Goodwill is

generally amortised over a period of 15 to 20 years.

Negative goodwill represents the excess of the fair value of the Group’s share of the net assets

acquired over the cost of acquisition.

Negative goodwill is presented in the same balance sheet classification as goodwill. To the
extent that negative goodwill relates to expectations of future losses and expenses that are
identified in the Group’s plan for the acquisition and can be measured reliably, but which do not
represent identifiable liabilities at the date of acquisition, that portion of negative goodwill is
recognised in the consolidated profit and loss account when the future losses and expenses are
recognised. Any remaining negative goodwill, not exceeding the fair values of the identifiable
non-monetary assets acquired, is recognised in the consolidated profit and loss account over the
remaining weighted average useful life of those identifiable acquired depreciable/amortisable
assets; negative goodwill in excess of the fair values of those non-monetary assets is recognised

in the consolidated profit and loss account immediately.
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Notes to the Accounts

1 Principal accounting policies (continued)

(d

(e)

Jointly controlled entities
A joint venture is a contractual arrangement whereby the Group and other parties undertake an
economic activity which is subject to joint control and none of the participating parties has

unilateral control over the economic activity.

The consolidated profit and loss account includes the Group’s share of the results of jointly
controlled entities, and the consolidated balance sheet includes the Group’s share of the net
assets of the jointly controlled entities and goodwill or negative goodwill (net of accumulated

amortisation) on acquisition.

In the Company’s balance sheet, the investments in jointly controlled entities are stated at cost
less provision. The results of jointly controlled entities are accounted for by the Company on the

basis of dividend income.

Fixed assets
@) Construction in progress
Construction in progress represents vessels under construction and software under

development which are carried at cost less any accumulated impairment losses.

Construction in progress included construction and development expenditure incurred
and other direct costs attributable to the construction and development. On completion,
the construction in progress is transferred to appropriate categories of other fixed assets.

No depreciation is provided for construction in progress.
(11) Other fixed assets
Other fixed assets are stated at cost or valuation less accumulated depreciation and

impairment.

Land use rights are amortised based on the cost or valuation less accumulated

impairment losses over the remaining period of the leases on a straight line basis.

Leasehold land is amortised based on the cost less accumulated impairment losses over

the remaining period of the lease on a straight line basis.
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1 Principal accounting policies (continued)

(e)

®

(8)

Fixed assets (continued)

(17) Other fixed assets (continued)
Other fixed assets are depreciated at rates sufficient to write off their cost less
accumulated impairment over their estimated useful lives on a straight line basis. The

principal annual rates are as follows:

Buildings 2% — 4.5%
Leasehold improvements 12% — 20%
Plant and machinery 12% — 25%
Furniture, fixtures and equipment 12% — 33.33%
Motor vehicles 12% — 33.33%
Containers 12% — 24%
Vessels and barges 12% — 12.5%

The gain or loss on disposal of a fixed asset is the difference between the net sales
proceeds and the carrying amount of the relevant asset, and is recognised in the profit

and loss account.

Major costs incurred in restoring fixed assets to their normal working condition are
charged to the profit and loss account. Improvements are capitalised and depreciated

over the expected useful lives to the Group.

Trade receivables
Provision is made against trade receivables to the extent they are considered to be doubtful.

Trade receivables in the balance sheet are stated net of such provision.

Impairment of assets

At each balance sheet date, both internal and external sources of information are considered to
assess whether there is any indication that the assets are impaired. If any such indication exists,
the recoverable amount of the asset is estimated and where relevant, an impairment loss is

recognised in the profit and loss account to reduce the asset to its recoverable amount.
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Notes to the Accounts

1 Principal accounting policies (continued)

h)

Deferred taxation

Deferred taxation is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
accounts. Tax rates enacted or substantively enacted by the balance sheet date are used to

determine deferred taxation.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will

be available against which the temporary differences can be utilised.

Deferred taxation is provided on temporary differences arising on investments in subsidiaries
and jointly controlled entities, except where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse in

the foreseeable future.

Translation of foreign currencies

Transactions in foreign currencies are translated at exchange rates ruling at the transaction
dates. Monetary assets and liabilities expressed in foreign currencies at the balance sheet date
are translated at rates of exchange ruling at the balance sheet date. Exchange differences are

dealt with in the profit and loss account.

The balance sheets of subsidiaries and jointly controlled entities expressed in foreign currencies
are translated at the rates of exchange ruling at the balance sheet date whilst the profit and loss
accounts are translated at average exchange rates. Exchange differences are dealt with as a

movement in reserves.
Operating leases

Leases where substantially all the risks and rewards of ownership of assets remain with the

leasing company are accounted for as operating leases.
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1 Principal accounting policies (continued)
(6)] Operating leases (continued)
Where the Group leases out assets under operating leases, the assets are included in the balance
sheet according to their nature and where applicable, are depreciated in accordance with the
Group’s depreciation policies, as set out in note 1(e) above. Revenue arising from assets leased
out under operating leases is recognised in accordance with the Group’s revenue recognition

policies, as set out in note 1(n) below.

Payments made under operating leases net of any incentives received from the leasing company

are charged to the profit and loss account on a straight line basis over the lease periods.

(k) Employee benefit obligations
@) Employee leave entitlements
Employee entitlements to annual leave and long service leave are recognised when they
accrue to employees. A provision is made for the estimated liability for annual leave and
long service leave as a result of services rendered by employees up to the balance sheet

date.

Employee entitlements to sick leave and maternity leave are not recognised until the

time of leave.

(1) Bonus entitlements
The expected cost of bonus payments is recognised as a liability when the company has a
present legal or constructive obligation as a result of services rendered by employees and

a reliable estimate of the obligation can be made.

Liabilities for bonus are expected to be settled within 12 months and are measured at the

amounts expected to be paid when they are settled.
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Notes to the Accounts

Principal accounting policies (consinued)

&)

O)

(m)

Employee benefit obligations (continued)

(171)  Retirement benefit obligations
Contributions to the retirement benefit scheme which is defined contribution in nature
and available to all employees in Hong Kong are charged to the profit and loss account
as incurred. Contributions to this scheme are calculated based on a fixed percentage of
the employees’ applicable payroll costs or fixed sums as appropriate. The assets of the

scheme are held separately from the Group’s.

Pursuant to the regulations of the relevant authorities in the People’s Republic of China
(the “PRC”), the subsidiaries of the Group in this country participate in respective
government retirement benefit schemes (the “Schemes”) whereby the subsidiaries are
required to contribute to the Schemes to fund the retirement benefits of eligible
employees. Contributions made to the Schemes are calculated based on certain
percentages of the applicable payroll costs as stipulated under the requirements in the
PRC. The relevant authorities of the PRC are responsible for the entire pension
obligations payable to the retired employees. The only obligation of the Group with

respect to the Schemes is to pay the ongoing required contributions under the Schemes.

(tv)  Equity compensation benefits
No compensation cost is recognised in the profit and loss account in connection with
share options granted to directors and employees. When the share options are exercised,
the proceeds received net of any transaction costs are credited to share capital (nominal

value) and share premium.

Provision

Provisions are recognised when the company has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can be made. Where the company expects a
provision to be reimbursed, the reimbursement is recognised as a separate asset but only when

the reimbursement is virtually certain.

Contingent liabilities

A contingent liability is a possible obligation that arises from past events and whose existence
will only be confirmed by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Group. It can also be a present obligation arising
from past events that is not recognised because it is not probable that outflow of economic

resources will be required or the amount of obligation cannot be measured reliably.
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Principal accounting policies (continued)

(m) Contingent liabilities (continued)
A contingent liability is not recognised but is disclosed in the notes to the accounts. When a
change in the probability of an outflow occurs so that the outflow is probable, it will then be

recognised as a provision.

(n) Revenue recognition
Revenues from the rendering of services in shipping agency and river trade cargo
transportation, wharf cargo handling, cargo consolidation and godown storage and container

hauling and trucking are recognised when services are rendered.

Interest income is recognised on a time proportion basis, taking into account the principal

amounts outstanding and the interest rates applicable.
Operating lease rental income is recognised on a straight line basis.

(o) Segment reporting
In accordance with the Group’s internal financial reporting, the Group has determined that

business segments are presented as the primary reporting format.

Unallocated income and expenses represent corporate income and expenses. Segment assets
consist primarily of intangible assets, fixed assets, receivables and operating cash. Segment
liabilities comprise operating liabilities and exclude tax payables. Capital expenditure comprises
additions to intangible assets and fixed assets including additions resulting from acquisitions of

subsidiaries.

In respect of geographical segment reporting, sales are based on the country in which the

customer is located. Total assets and capital expenditure are where the assets are located.
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Notes to the Accounts

Turnover, revenues and segment information

The Group is principally engaged in shipping agency, river trade cargo direct shipment and

transhipment, wharf cargo handling, cargo consolidation and godown storage and container hauling

and trucking.

The Group and jointly controlled entities are organised into four main business segments:

(1) Cargo transportation — Shipping agency, river trade cargo direct shipment and transhipment
(ii) Cargo handling and storage — Wharf cargo handling, cargo consolidation and godown storage
(iii)  Container hauling and trucking

(iv) Expressway operation
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2  Turnover, revenues and segment information (continued)

Business segments
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Notes to the Accounts

2  Turnover, revenues and segment information (continued)

Business segments (continued)
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Turnover, revenues and segment information (continued)

Geographical segments

Over 90% of the Group’s revenue is derived from operations carried out in Hong Kong and customers
are located in Mainland China and Hong Kong. The directors consider that it is impracticable to

allocate the revenue and segment results to geographical segments.

The analysis of the Group’s total assets and capital expenditure by geographical segments is as follows:
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Notes to the Accounts

3 Operating profit

Operating profit is stated after crediting and charging the following:
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4 Finance costs

The interest on loan from immediate holding company was charged at a rate of 6% per annum.

5 Share of profits less losses of jointly controlled entities
Share of profits less losses of jointly controlled entities includes the net amortisation charge of goodwill

and negative goodwill of HK$932,000 (2003: HK$1,544,000).

6 Taxation
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Notes to the Accounts

6 Taxation (continued)
Hong Kong profits tax has been provided at the rate of 17.5% (2003: 17.5%) on the estimated assessable
profit for the year. Taxation of the PRC and Singapore have been calculated on the estimated assessable

profit for the year at the rates of taxation prevailing in the countries where the subsidiaries and jointly

controlled entities operate.

The taxation on the profit before taxation differs from the theoretical amount that would arise using the

Hong Kong profits tax rate applicable to the Company as follows:

7 Profit attributable to shareholders
The profit attributable to shareholders is dealt with in the accounts of the Company to the extent of

HK$18,327,000 (2003: HK$18,846,000).
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Dividends

On 19th April 2005, the board of directors proposed a final dividend of HK2 cents per ordinary share.

This proposed dividend will be reflected as an appropriation of retained profits for the year ending 31st

December 2005.

Earnings per share
The calculation of earnings per share is based on the Group’s profit attributable to shareholders of

HK83,670,000 (2003: HK$68,069,000).

The basic earnings per share is based on 750,000,000 (2003: 750,000,000) ordinary shares in issue
during the year. The diluted earnings per share is based on 750,000,000 (2003: 750,000,000) ordinary
shares in issue during the year plus the weighted average number of 21,127,000 (2003: 16,570,000)
ordinary shares deemed to be issued at no consideration as if all outstanding options had been

exercised.

Staff costs (including directors’ emoluments)
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11

Notes to the Accounts

Staff costs (including directors’ emoluments) (continued)
Contributions totalling HK$397,000 (2003: HK$426,000) were payable to the fund as at 31st

December 2004.
Details of the share options granted to the staff of the Company are set out in note 20.

Directors’ and senior management’s emoluments

(a) Directors’ emoluments

The emoluments of the directors fell within the following bands:

Directors’ fees include HK$530,000 (2003: HK$500,000) paid to independent non-executive

directors.

Details of the share options granted to the directors are set out in note 20.
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11 Directors’ and senior management’s emoluments (consinued)

(b)

(c)

Senior management’s emoluments
The five individuals whose emoluments were the highest in the Group for the year include two
(2003: two) directors whose emoluments are shown above. The emoluments paid and payable to

the remaining three (2003: three) highest paid individuals during the year are as follows:

During the year, the emoluments of each of the three (2003: three) individuals were below

HK$1,000,000.
Details of the share options granted to senior management are set out in note 20.
During the year, no emoluments have been paid by the Group to the directors or the five highest

paid individuals as an inducement to join or upon joining the Group, or as compensation for

loss of office. None of the directors waived or has agreed to waive any emoluments.
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Notes to the Accounts

Fixed assets
Group

The analysis of the cost or valuation as at 31st December 2004 of the above assets is as follows:

All the fixed assets as at 31st December 2003 are stated at cost.
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12

Fixed assets (continued)

Company

(a) The land use right of a subsidiary in the PRC was carried at directors’ valuation by reference to

a valuation carried out by a PRC valuer for the purpose of the acquisition of the subsidiary by
the Group (note 22(b)). The revaluation surplus has been dealt with in the accounts of
revaluation reserve of HK$21,230,000, goodwill of HK$20,805,000 and minority interest of

HK$425,000 respectively as at 1st January 2004.
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Notes to the Accounts

12 Fixed assets (continued)

(b) The net book values of leasehold land and buildings are analysed as follows:

(c) The net book value of fixed assets pledged as security for the bank loan of the Group amounted

to HK$63,336,000 (2003: Nil).
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13 Subsidiaries

(a) Details of the subsidiaries as at 31st December 2004 are as follows:

DOI



Notes to the Accounts

13 Subsidiaries (continued)
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13

14

Subsidiaries (continued)

(b)

(c)

(GY)

(e)

The amount is unsecured, interest free and not repayable within the next twelve months from

the balance sheet date.

The holders of the deferred shares of respective subsidiaries are entitled to minimal rights as to
dividends and returns of capital, but are not entitled to share the subsidiary’s profits, to attend
or vote at any general meeting of the subsidiary or to have the rights which are vested in the

holding of the ordinary shares.

The holders of the preferred shares have a non-cumulative preferential right to the profit of the
subsidiary at 8% of the nominal amount of the share capital of that subsidiary, but are not

entitled to receive notice of or to attend or vote at any meeting of members or directors.

Chu Kong Cargo Terminals (Qingyuan) Co., Ltd. (“Qingyuan Terminals”) and Chu Kong Cargo
Terminals (Gaoming) Co., Ltd (“Gaoming Terminals”) are sino-foreign equity joint ventures

established in the PRC. All other subsidiaries are limited liability companies in Hong Kong.

Jointly controlled entities
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Notes to the Accounts

14 Jointly controlled entities (continued)

(a) Details of the jointly controlled entities as at 31st December 2004 are as follows:
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14 Jointly controlled entities (continued)

(b) Except for Chu Kong Logistics (Singapore) Pte. Ltd and Chu Kong Air-Sea Union Transportation
Company Limited, which are limited liability companies in Singapore and Hong Kong
respectively, all other jointly controlled entities are sino-foreign equity joint ventures in the
PRC.

(c) The loans to the jointly controlled entities by the Group are unsecured, not repayable within the
next twelve months from the balance sheet date and interest free except for loans of
HK$61,596,000 (2003: HK$58,653,000) which bear interest at rates ranging from 4.9% to 9.0%
per annum (2003: 4.9% to 9.0% per annum).

The loans to a jointly controlled entity by the Company is unsecured, interest free and not
repayable within the next twelve months from the balance sheet date.
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Notes to the Accounts

Jointly controlled entities (consinued)
(d) During the year, the Group acquired 75% of the equity interest in CKIFF from the ultimate

holding company at a consideration of approximately HK$16,048,000.

(e) Chu Kong Air-Sea Union Transportation Company Limited is a subsidiary of the Company as
defined by section 2(4) of the Hong Kong Companies Ordinance but the Company does not have
unilateral control but joint control over it. Accordingly, it is accounted for as a jointly controlled
entity in accordance with Statement of Standard Accounting Practice No. 21 “Accounting for

interests in joint ventures” in the consolidated accounts of the Group.

() A summary of the financial information of Guangzhou-Foshan Expressway Ltd., a significant
jointly controlled entity of the Group, prepared based on its PRC audited accounts, after making

appropriate adjustments to conform to the Group’s accounting policies is set out as follows:
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15 Intangible assets — goodwill

16 Deferred taxation
Deferred taxation is calculated in full on temporary differences under the liability method using a

principal taxation rate of 17.5% (2003: 17.5%).

The movements on the net deferred tax liabilities are as follows:
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Notes to the Accounts

16 Deferred taxation (consinued)
The deferred tax assets and liabilities (prior to offsetting of balances within the same taxation

jurisdiction) are as follows:
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16

Deferred taxation (continued)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when the deferred income taxes relate to the same fiscal
authority. The following amounts, determined after appropriate offsetting, are shown in the Group’s

and the Company’s balance sheets:
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Notes to the Accounts

17 Trade and other receivables
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17 Trade and other receivables (continued)

(a) The ageing analysis of the trade receivables is as follows:

The normal credit periods granted by the Group to customers on open accounts range from

seven days to three months from the date of invoice.

(b) The other receivables due from related companies are unsecured, interest free and have no fixed

terms of repayment.
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Notes to the Accounts

18 Trade and other payables
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18 Trade and other payables (continued)

(a) The ageing analysis of the trade payables is as follows:

(b) The other payables due to related companies are unsecured, interest-free and have no fixed

terms of repayment.

19 Secured bank loan

The bank loan of the Group was secured by certain fixed assets (note 12).
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Notes to the Accounts

20 Share capital

2004 2003
HK$’000 HK$’000
Authorised:
2,000,000,000 ordinary shares of HK$0.10 each 200,000 200,000
Issued and fully paid:
750,000,000 ordinary shares of HK$0.10 each 75,000 75,000

The Company operates share option schemes for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s operations. Eligible participants of the

schemes include any full-time employee (including executive directors) in the service of the Group.

On 10th May 2002, the share option scheme adopted on 7th May 1997 (the “1997 Scheme”) ceased to

operate. The share options granted previously under the 1997 Scheme will remain in force and effective.

On 14th May 2002, the Company adopted a new share option scheme (the “2002 Scheme”) which,
unless otherwise cancelled or amended, will remain in force for 10 years from the date of adoption. No

share options have been issued under the 2002 Scheme since its adoption.

The offer of a grant of share options may be accepted within 28 days from the date of the offer, upon
payment of a nominal consideration of HK$10 in total by the grantee. An option may be exercised at

any time within 10 years commencing on the date when the option is granted.

The exercise price of the share options is determined by the directors, but may not be less than the
higher of (i) closing price of the Company’s shares on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on the date of the offer of the share options; (ii) the average closing price of the
Company’s shares on the Stock Exchange for the five trading days immediately preceding the date of

the offer; and (iii) the nominal value of an ordinary share.

I8P



20 Share capital continued)

Details of the share options outstanding and granted under the 1997 Scheme are as follows:

POI



Notes to the Accounts

21 Reserves
Group
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21

Reserves (continued)
Group

In accordance with the PRC regulations, subsidiaries and jointly controlled entities in the PRC are

required to transfer part of their profit after taxation to the enterprise expansion and reserve funds.

The quantum of the transfers are subject to the approval of the board of directors of these subsidiaries
and jointly controlled entities in accordance with their respective joint venture agreements. The funds
are required to be retained in the accounts of respective subsidiaries and jointly controlled entities for

specific purposes.
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Notes to the Accounts

21 Reserves (continued)

Company
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22 Notes to the consolidated cash flow statement

(a) Reconciliation of operating profit to cash generated from operations
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Notes to the Accounts

22 Notes to the consolidated cash flow statement (consinued)

(b) Acquisition of subsidiaries
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22 Notes to the consolidated cash flow statement (consinued)

(b) Acquisition of subsidiaries (continued)

Analysis of the net cash outflow on acquisition of subsidiaries:

The subsidiary acquired during the year contributed HK$15,557,000 (2003: Nil) to the Group’s

net cash from operating activities, utilised HK$10,526,000 (2003: Nil) for investing activities

and paid HK$1,968,000 (2003: Nil) for financing activities.

During the year, the Group acquired an additional 49% of the equity interest in a then jointly
controlled entity, Gaoming Terminals from its joint venture partner at a consideration of
approximately HK$56,604,000. Upon completion of the acquisition, Gaoming Terminals

became a 99% owned subsidiary of the Group in 2004.

In 2003, the Group acquired 90% equity interest in Qingyuan Terminals from its joint venture

partner at total considerations of approximately HK$22,315,000.
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Notes to the Accounts

22 Notes to the consolidated cash flow statement (consinued)

(c) Analysis of changes in financing during the year

The minority interests include a loan from a minority shareholder of HK$94,000 (2003:

HK$425,000) which is unsecured, interest free and has no fixed terms of repayment.
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23 Contingent liabilities

24 Commitments

(a) Capital commitments
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Notes to the Accounts

24 Commitments (continued)

(a)

Capital commitments (continued)
The Group’s share of capital commitments of the jointly controlled entities themselves not

included in the above is as follows:

Commitments under operating leases

The future aggregate minimum lease payables under non-cancellable operating leases are

payable as follows:




25 Future operating lease arrangements

The future aggregate minimum lease receipts under non-cancellable operating leases are receivable as

follows:

26 Related party transactions

In addition to those disclosed elsewhere in the accounts, the following is a summary of related party

transactions which, in the opinion of the directors, were carried out in the normal course of the Group’s

business during the year:
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Notes to the Accounts

26 Related party transactions (continued)

(a)

Transactions with ultimate holding company, immediate holding company, fellow subsidiaries
and related entities (which include an entity which is 49% and 51% owned by the Group and the
ultimate holding company respectively, an entity which is 40% and 50% owned by the Group
and the ultimate holding company respectively, an entity which is 75% and 25% owned by the
Group and the ultimate holding company respectively and another entity which is 25% and 15%
owned by immediate holding company and ultimate holding company respectively):
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26 Related party transactions (continued)

(b) Transactions with other related entities:
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27

28

Notes to the Accounts

Related party transactions (continued)

Notes:

(®

(i)

(iii)

(iv)

™)

(vi)

These transactions were conducted at terms pursuant to agreements as entered into between the
Group and the respective related parties or as mutually agreed between the Group and the

respective related parties.

These transactions were conducted at terms pursuant to agreements as entered into between the

Group and the respective related parties.

These transactions were conducted at terms as mutually agreed between the Group and the

respective related parties.

The Group leased a warehouse from the immediate holding company and the rental was charged
by the immediate holding company at HK$5,000,000 for the year ended 31st December 2004

(2003: HK$5,000,000).

The interest on loan from the immediate holding company was charged at a rate of 6% per

annum.

During the year, the Company and the immediate holding company have interchanged the use of

certain own floors of Chu Kong Shipping Tower free of charge.

Ultimate holding company

The directors regard Guangdong Province Navigation Holdings Company Limited, a company

incorporated in the PRC, as being the ultimate holding company.

Approval of accounts

The accounts were approved by the board of directors on 19th April 2005.
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