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CORPORATE INFORMATION

The principal place of business of Shenzhen International
Holdings Limited (the “Company”) is located at Room 2206-
2208, 22nd Floor, Greenfield Tower, Concordia Plaza, No.
1 Science Museum Road, Tsimshatsui East, Kowloon, Hong
Kong.

The Company is an investment holding company. During
the year, the Company and its subsidiaries (the “Group”)
were engaged in the following principal activities:

J Logistics and related business
o Property investment
° Investment holding

At 31 December 2003, Shenzhen Investment Holding
Corporation (“SIHC") directly and indirectly held approximately
a total of 44% equity interest in the Company. SIHC is
considered to be the ultimate holding company and a
substantial shareholder of the Company.

STANDARD ACCOUNTING PRACTICE

The financial statements have been prepared in accordance
with Statements of Standard Accounting Practice (“SSAPs")
issued by the Hong Kong Society of Accountants (the
“HKSA"), accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. The Group has adopted the following
new/revised SSAPs issued by the HKSA for the current
year's financial statements which are effective for accounting
periods commencing on or after 1 July 2002 and 1 January
2003 respectively:

° SSAP 35: Accounting for government
grants and disclosure of
government assistance

o SSAP 12 (revised): Income taxes

The changes to the Group's accounting policies and the
effect of adopting these new/revised policies are set out
in note 3 to the financial statements. Comparatives have
been restated accordingly.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Basis of preparation
The financial statements have been prepared under the

historical cost convention, except for the periodic
remeasurement of investment properties, leasehold land
and buildings and other investments, as further explained
below.

Group accounting

(i)

Consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
made up to 31 December.

Subsidiaries are those entities in which the Company,
directly or indirectly, controls more than one half of
the voting power; has the power to govern the financial
and operating policies; to appoint or remove the majority
of the members of the board of directors; or to cast
majority of votes at the meetings of the board of
directors.

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.

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 or goodwill/
negative goodwill taken to reserves and which was
not previously charged or recognised in the consolidated
profit and loss account and any related accumulated
foreign currency translation reserve.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

(ii)

Minority interests represent the interest 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 for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

Associates

An associate is a company, not being a subsidiary,
or a joint venture or a jointly-controlled entity, in which
the Group has a long-term interest and over which it
is in a position to exercise significant influence.

The Group's share of the post-acquisition results and
reserves of associates is included in the consolidated
profit and loss account and consolidated reserves,
respectively. The Group's interests in associates are
stated in the consolidated balance sheet at the Group's
share of net assets under the equity method of
accounting, less any impairment losses. Goodwill or
negative goodwill arising from the acquisition of
associates, which was not previously eliminated or
recognised in reserves, is included as part of the Group's
interests in associates.

The results of associates are included in the Company's
profit and loss account to the extent of dividends
received and receivable. The Company’s interests in
associates are stated at cost less any impairment losses.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

(iii)

(iv)

Jointly-controlled entities

A jointly-controlled entity is a joint venture company
which is subject to joint control, resulting in none of
the participating parties having unilateral control over
the economic activity of the jointly-controlled entity.

The Group's share of the post-acquisition results and
reserves of jointly-controlled entities is included in
the consolidated profit and loss account and consolidated
reserves, respectively.

The Group's interests in jointly-controlled entities are
stated in the consolidated balance sheet at the Group's
share of net assets under the equity method of
accounting, less any impairment losses.

The results of jointly-controlled entities are included
in the Company's profit and loss account to the extent
of dividends received and receivable. The Company's
interests in jointly-controlled entities are treated as
long term assets and are stated at cost less any
impairment losses.

Translation of foreign currencies

Foreign currency transactions are recorded at the
applicable rates of exchange ruling at the transaction
dates. Monetary assets and liabilities denominated
in foreign currencies at the balance sheet date are
translated at the applicable rates of exchange ruling
at that date. Exchange differences are dealt with in
the profit and loss account.

On consolidation, the accounts of subsidiaries outside
Hong Kong and the Group’s share of the net assets
of associates and jointly-controlled entities outside
Hong Kong are translated into Hong Kong dollars at
the applicable rates of exchange ruling at the balance
sheet date whist the profit and loss account is translated
at an average rate. The resulting translation differences
are included in the exchange fluctuation reserve.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Goodwill

Goodwill arising on the acquisition of subsidiaries, associates
and jointly-controlled entities represents the excess of the
cost of the acquisition over the Group's share of the fair
values of the identifiable assets and liabilities acquired at
the date of acquisition.

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and amortised on
the straight-line basis over its estimated economic useful
life of not exceeding 20 years.

Prior to 1 January 2001, goodwill arising on acquisitions
was eliminated against consolidated reserves in the year
of acquisition. Goodwill on subsequent acquisitions is treated
as intangible asset and amortised over its estimated useful
life on a straight-line basis.

The carrying amount of goodwill, including goodwill remaining
in reserves, is reviewed annually and written down for
impairment when it is considered necessary. A previously
recognised impairment loss for goodwill is not reversed
unless the impairment loss was caused by a specific external
event on an exceptional nature that was not expected to
recur, and subsequent external events have occurred which
have reversed the effect of that event.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Negative goodwill

Negative goodwill arising on the acquisition of subsidiaries,
associates and jointly-controlled entities represents the
excess of the Group's share of the fair values of the identifiable
assets and liabilities acquired as at the date of acquisition,
over the cost of the acquisition.

To the extent that negative goodwill relates to expectations
of future losses and expenses that are identified in the
acquisition plan and that can be measured reliably, but
which were not included in the identified liabilities as at
the date of acquisition, that portion of negative goodwill
is recognised as income in the consolidated profit and loss
account.

To the extent that negative goodwill does not relate to
identifiable expected future losses and expenses as at the
date of acquisition, negative goodwill, not exceeding the
fair values of the non-monetary assets acquired, is recognised
in the consolidated profit and loss account over the remaining
weighted average useful life of the non-monetary assets
acquired of not exceeding 20 years. The amount of any
negative goodwill in excess of the fair values of the acquired
non-monetary assets is recognised as income in the
consolidated profit and loss account immediately.

In the case of associates and jointly-controlled entities,
any goodwill/negative goodwill not yet recognised in the
consolidated profit and loss account is included in the carrying
amount thereof, rather than as a separately identified item
on the consolidated balance sheet.

On disposal of subsidiaries, associates or jointly-controlled
entities, the gain or loss on disposal is calculated by reference
to the net assets at the date of disposal, including the
attributable amount of goodwill/negative goodwill which
has not been recognised in the consolidated profit and
loss account and any relevant reserves, as appropriate.
Any attributable goodwill/negative goodwill previously
eliminated against/credited to the reserve at the time of
acquisition is written back and included in the calculation
of the gain or loss on disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Impairment of assets

An assessment is made at each balance sheet date of whether
there is any indication of impairment of any asset, or whether
there is any indication that an impairment loss previously
recognised for an asset in prior years may no longer exist
or may have decreased. If any such indication exists, the
asset’'s recoverable amount is estimated. An asset’s
recoverable amount is calculated as the higher of the asset's
value in use or its net selling price.

An impairment loss is recognised if the carrying amount
of an asset exceeds its recoverable amount. An impairment
loss is charged to the profit and loss account in the period
in which it arises, unless the asset is carried at a revalued
amount, when the impairment loss is accounted for in
accordance with the relevant accounting policy for that
revalued asset.

A previously recognised impairment loss is reversed only
if there has been a change in the estimates used to determine
the recoverable amount of an asset, however not to an
amount higher than the carrying amount that would have
been determined (net of any depreciation or amortisation),
had no impairment loss been recognised for the asset in
prior years.

A reversal of an impairment loss is credited to the profit
and loss account in the period in which it arises, unless
the asset is carried at a revalued amount, when the reversal
of the impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Fixed assets and depreciation

Fixed assets, other than construction in progress and
investment properties, are stated at cost or valuation less
accumulated depreciation and any impairment losses. The
cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition
and location for its intended use. Expenditure incurred after
fixed assets have been put into operation, such as repairs
and maintenance, is normally charged to the profit and loss
account in the period in which it is incurred. In situations
where it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic benefits
expected to be obtained from the use of the fixed asset,
the expenditure is capitalised as an additional cost of that
asset.

Changes in the values of fixed assets, other than investment
properties, are dealt with as movements in the asset
revaluation reserve. If the total of this reserve is insufficient
to cover a deficit, on an individual asset basis, the excess
of the deficit is charged to the profit and loss account.
Any subsequent revaluation surplus is credited to the profit
and loss account to the extent of the deficit previously
charged. On disposal of a revalued asset, the relevant portion
of revaluation reserve realised in respect of previous valuations
is transferred to retained earnings as a movement in reserves.

Depreciation is provided on the straight-line basis to write
off the cost or valuation of each asset over the following
estimated useful lives:

Leasehold land Over the terms of the unexpired leases

Buildings 15 - 50 years or over the terms of
the unexpired leases, whichever is
shorter

Leasehold 4 years or over the terms of the

improvements unexpired leases, whichever is shorter

Furniture, fixtures, 3-8 years
equipment and

motor vehicles
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Fixed assets and depreciation - Continued
Construction in progress represents the direct costs of
construction incurred plus interest capitalised up to the
date of completion in connection with the construction of
fixed assets less any impairment losses. No provision for
depreciation is made on construction in progress until such
time as the relevant assets are completed and put into
use. Construction in progress is reclassified to the appropriate
category of fixed assets when completed and ready for
use.

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

Investment properties

Investment properties are interests in land and buildings
in respect of which construction work and development
have been completed and which are intended to be held
on a long-term basis for their investment potential, any
rental income being negotiated at arm’s length. Such
properties are not depreciated and are stated at their open
market values on the basis of annual professional valuations
performed at the end of each financial year. Changes in
the values of investment properties are dealt with as
movements in the investment property revaluation reserve.
If the total of this reserve is insufficient to cover a deficit,
on a portfolio basis, the excess of the deficit is charged to
the profit and loss account. Any subsequent revaluation
surplus is credited to the profit and loss account to the
extent of the deficit previously charged.

On the disposal of an investment property, the relevant
portion of the investment property revaluation reserve realised
in respect of previous valuations is released to the profit
and loss account.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Investment securities and other investments
Investment securities in listed and unlisted equity securities,
intended to be held for a continuing strategic or long-term
purpose, are stated at cost less impairment losses, on an
individual basis.

When such impairments in values have occurred, the carrying
amounts of the securities are reduced to their fair values,
as estimated by the directors, and the amounts of the
impairments are charged to the profit and loss account for
the period in which they arise. When the circumstances
and events which led to the impairments in values cease
to exist and there is persuasive evidence that the new
circumstances and events will persist for the foreseeable
future, the amounts of the impairments previously charged
is credited to the profit and loss account, to the extent of
the amounts previously charged.

Investments other than investment securities are classified
as other investments and are stated at their fair values on
an individual investment basis. The gains or losses arising
from changes in their respective fair values are credited
or charged to the profit and loss account for the period in
which they arise.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet
at cost. For the purpose of the consolidated cash flow
statement, cash and cash equivalents comprise cash on
hand, deposits held at call with banks, cash investments
with a maturity of three months or less from date of investment
and bank overdrafts.



S o EEEFBEBE-&

EEBIE
ELHARBABEINEEREL
RELRTMEMBFHRR 2 REER
FREREZFE2H0HE - BER
BRRAEGEEHMERHREER
MZHERERE °

BB EAE AT BRI
REUEHIRATEM 2 SEE £ 5
T -

BB B AR - BE QA
RARZEEAERFAZEEREM
BHE - BREAERIRE 2B
[ WA AR AT TR R AR &
(@ Rl BR 5P o

TEFE - BEBAREERRBM
AR BN BB TERR AR 2 BN
—EFREE  REEHRATERRL
KRS E 2 BEREEM
BRI EE - KAFR] 285t
HAF12RBERETHRZE
WEEPER BRI ES
AR A REERT ZBK -

B R RA P s — +ArEEat - B—
BN BB AR A BT F B R B A
ZELERIEEEFE  moRFAR
TAREB-_TTE=F—F—Hz®R
BEAHBLRFERHEREEBE
16,008,0007T &% 7 #975,0007T °
Hh BHARTAEEEZE-Z
E-F+-_A=+—HBIEFEZR
F A ¥3,464,0007T © BHFR T
—TZ_F—A—HARBEHKEL
13,090,000 c K fEEEEAK
429,0007¢ °

BB HMRMEE  Notes to the Financial Statements 83

—EF=F+=-A=+—H
31 December 2003

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Deferred tax

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
financial statements. Taxation 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 its
is probable that future taxable profit will be available against
which the temporary differences can be utilized.

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

In prior years, deferred taxation was accounted for at the
current taxation rate in respect of timing differences between
profit as computed for taxation purposes and profit as stated
in the financial statements to the extent that a liability or
an asset was expected to be payable or recoverable in the
foreseeable future. The adoption of the revised SSAP 12
represents a change in accounting policy and has been
applied retrospectively so that the comparatives presented
have been restated to conform to the changed policy.

As detailed in note 20 to the financial statements, the
retrospective adjustment made by an associate for its
unprovided net deferred tax liabilities resulted in a decrease
of the Group's retained earnings and reserve funds at 1
January 2003 by HK$16,008,000 and HK$975,000 respectively,
with a corresponding retrospective adjustment decreasing
the net profit for the year ended 31 December 2002 by
HK$3,464,000 and decreasing the Group's retained earnings
and reserve funds at 1 January 2002 by HK$13,090,000
and HK$429,000 respectively.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Government grants

A government grant is recognised when there is a reasonable
assurance that the Group will comply with the conditions
attaching with it and that the grant will be received.

Grants relating to income are deferred and recognised in
the profit and loss account on a systematic basis over the
period necessary to match them with the costs they are
intended to compensate.

Government grants relating to the purchase of fixed assets
are included in non-current liabilities as deferred income
and are credited to the profit and loss account on a straight-
line basis over the expected lives of the related assets.

The adoption of SSAP 35 represents a change in accounting
policy. As explained in note 29 to the financial statements,
no adjustment to opening retained earnings is necessary.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can
be measured reliably, on the following bases:

(a) from the provision of services, when such services
are rendered.

(b) interest income, on a time proportion basis taking
into account the principal amounts outstanding and
the effective interest rates applicable.

(c) rental income under operating leases, on the straight-
line basis over the terms of the rental agreements.

(d) dividend and investment income, when the
shareholders’ right to receive payment is established.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are included
in non-current assets and rentals receivable under the
operating leases are credited to the profit and loss account
on the straight-line basis over the lease terms. Where the
Group is the lessee, rentals payable under the operating
leases are charged to the profit and loss account on the
straight-line basis over the lease terms.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of an asset which takes a substantial
period of time to get ready for its intended use or sale are
capitalised as part of the cost of the asset. The capitalisation
of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. The
capitalisation rate is based on the weighted average cost
of the related borrowings.

All other borrowing costs are recognized as expenses in
the period in which they are incurred.

Employee benefits

(a) Profit sharing and bonus plans
The expected cost of profit sharing and bonus payments
are recognised as liabilities when the Group 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 profit sharing and bonus plans 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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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES - Continued

Employee benefits - Continued

(b)  Pension benefits scheme
The retirement scheme contributions, which are based
on a certain percentage of the salaries of employees,
are charged to the profit and loss account in the period
to which they relate and represent the amount of
contributions payable by the Group to the scheme.

TURNOVER

Turnover represents income generated from provision of
logistics and related services, rental income from investment
properties and dividend income, net of business tax and
other surcharges.

SEGMENT INFORMATION

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by business
segment; and (ii) on a secondary segment reporting basis,
by geographical segment.

The Group’s operating business are organised and managed
separately, according to the nature of their operations and
the products and services they provide. Each segment of
the Group's business represents a strategic business unit
that offers products and services which are subject to risks
and returns that are different from those of other business
segments. Summary details of the business segments are
as follows:

(a) Logistics and related business;
(b)  Property investment;
(c) Investment holding; and

(d) Information and high-tech related manufacturing
business.

In determining the Group's geographical segments, revenues
and results are attributed to the segments based on the
location of the customers, and assets are attributed to the
segments based on the location of the assets.
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A DERERE & 5. SEGMENT INFORMATION - Continued
(a) ¥¥2EH (a) Business segments

TREXKENEBEHZ
s BNMRERETEE 8

The following tables present revenue, profit and certain
asset, liability and expenditure information for the

BERZHZER Group's business segments:
RERRHE
HRRERE &
WRREERE Information and Consolidated
Logsties and related HERE Rk high-tech related ]
business Property investment  Investment holding  manufacturing business As restated
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
BRTR ERTn BRTR AETT MR AUTn MWIRT EiTn dRTR EETn
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK§'000  HKS'000
A8%s Segment revenue
ARARREAT Company and
subsidiaries 130490 93145 22567 21767 - - - — 153087 114912
EEBEDARAR Share of revenug of
FERELFGS associates and ointly
controlled entities * 170,718 185,205 - - - — 39107 301028 519825 506,233
ag Total 301208 278350 22,561 1,767 - — 349107 31028 672882 621,145
e Segment results 43654 49601 (221) 10825 15986 23640 - — 59419 84066
EEET Operating profit 59419 84,066
HEAR Finance costs (16,798) (36425
ElLEHHER Shars of profis less losses of
N Associates 300475 110420 - - - - 4030 4346 340795 114766
EREREELA Jointlycontrolle enties 5013 10584 - = - — (%) 10% 417 13679
RRAER Profi before taxation 31533 176,086
B Taxation 48.287) (21461
R DBRFERMER  Profitbefore minority nterests 8946 154565
bEhRER Minorty nterests (489) (2851
RREEET Profit attibutable to shareholders 38751 151,74

" EHRSE

# For referenc

e only
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A DEER &
(a) ¥%2H &

5. SEGMENT INFORMATION - Continued

(a)

WRRRRRE
Logistics and related
business

2003 2002
BRTT  AETr
HKS'000  HKS'000

Business segments - Continued

[ERRAHE
HRRERR &
Information and Consolidated
LELT Hank high-tech related e
Property investment  Investment holding  manufacturing business As restated

w3 N W3 W2 3 N W3 20
RRTR ERTr ERTR ARTT ERTR ARTT RRFR AR
HKSO00  HKSOOD  HKSOD0  HKSO0D  HKSO00  HKSOOD  HKSOMO  HKS000

AHEE Segment assets
BEQA R Interests in assocites
LRBERE Interests in
DR jointy-controlled entiies
BEE Total assets
AH5E Segment labites
EfpAgEH Other seqrent information
il Depreciaion
EERARE 2 Amortisation of goodwill and
negative goodwil
ELBREEEAEE  Defered govemment
grants recognised
in profit and loss account
HELERENT Gain on deemed
figele disposal of an associate
BREERERD Impéiiment losses
BEHE recognised n the
profit and loss account
BEakak, Impairment losses
BENE reversed inthe
profit and loss account
ER#R Capital expenditure

—ZZ =44 | Annual Report 2003

210363 448548
1779346 1563472

144345 147,301

38,708 967,234

5,510 5,098

(35,792)  (35,247)

(7.482) -

8,198 hadd

20000 240000 178202 499,728 - — 677565 1188276
- - - — 40848 478367 2,260,194 2041809

- = - — 10200 117157 154546 158468

3,092,305 3388593

- — 407582 400639 - — 766290 1417873

- - 2950 2,969 - = 8460 8,067

- [36792)  (35247)

- = - = - - 142 -
- - (6313) = - - (631) -
8,828 - B 1549 - - RN 1,549

- - - (737
- = 8,076 1515

- (1307
16,274 6,959
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I nEER -2 5. SEGMENT INFORMATION - Continued
(b) #EZ I (b) Geographical segments

TRAEARNEEUMED I 2 The following table presents revenue, profit and certain

W BRREERTHZ asset and expenditure information for the Group's
BHt geographical segments:

B FEEH Ba
Hong Kong Elsewhere in the PRC Consolidated

]|

As restated

2003 2002 2003 2002 2003 2002

ERWTR ARTT RRTRT ABTI RBRTRT  ARTx
HK$'000  HKS'000  HKS$'000  HKS'000  HKS'000  HKS$'000

P HhE Segment revenue
AR RHBAH Company and subsidiaries - — 153,057 114912 153,057 114912
PHEE Segment results 15,963 24,607 43,456 59,459 59,419 84,066
Ao HER Other segment information
PHAERS Segment assets 142,062 42445 2950243 3346148 3,092,305 3,388,593
BAfEY Capital expenditure 6,923 833 9,351 6,126 16,274 6,959
7~ B Rz 6. OTHER REVENUES AND GAINS
REBEMKARKZESTAT The Group's other revenues and gains include the following:
5l -
FKE
Group
2003 2002
B¥TT BETx
HK$’000 HK$'000
Be RRITHEBRZ Interest income on cash and
FEMA bank balances 2,547 6,713
H% & 2 FEMWA Interest income on other investments 1,775 6,311
HEREEFEF 2 e Net gain on disposals of
investment securities 3,320 —
Hi#%E 2 AEHWE  Unrealised gain on other investments — 39,560
ﬁ EHMITE 2 Wa Gain on disposals of other investments 50,657 -
HEREBEZEE Amortisation of goodwill and negative goodwill 35,792 35,247
BRNEBERNT Gain on deemed disposal
FTis e of an associate 6,313 —
BT BE# AB2s  Deferred government grants recognised
in profit and loss account 7,482 —

FER | Annual Report 2003




90 B MR MEE  Notes to the Financial Statements

—EF=F+=-A=+—H
31 December 2003

t EEXBZEF 7. OPERATING PROFIT
REBREEH BN K The Group's operating profit is arrived at after charging:
F5H
Group
2003 2002
A¥%TrT BETx
HK$'000 HK$'000
e Depreciation 8,460 8,067
RIBHR 2 Provision for doubtful debts 2,467 —
HERTEEZEE Loss on disposal of fixed assets — 486
HEHEMIZE 2B Loss on disposal of other investments — 1,780
T REFZELHE  Operating lease in respect of leasehold land
Mex and buildings 1,432 1,863
1% SR BN Auditors’ remuneration 1,050 1,050
HETHRETF Revaluation deficit on leasehold land
Z BB and buildings * 6,912 1,549
REME 2 EfL B Revaluation deficit on investment properties * 8,828 —
BREZBFZME* Impairment of investment securities * 16,975 -
BTHA Staff costs (including directors’
(BREREEME—MFET) remuneration - note 10) 38,310 27,258

* ERERGAERAERZEMEERIA o
Included in the "other operating expenses” on the face of the consolidated profit and loss account.

AEBEREER 2 BFEFA The Group's operating profit is arrived at after crediting:

F5E

Group
2003 2002
BRTR BT
HK$'000 HK$'000

i N L Gross rental income 22,567 21,767
- Less: outgoings (7,070) (6,217)
BB A58 Net rental income 15,497 15,550

ZZT=4%% | Annual Report 2003




BB HRMET Notes to the Financial Statements 91

N>

—EF=F+=-A=+—H
31 December 2003

AR A 8. FINANCE COSTS
¥5H
Group
2003 2002
B%TR BETT
HK$’000 HK$'000
BRAFEEHEREZ  Interest on bank loans wholly repayable
RITEFHME after five years 406 463
BRAFTANEEHERE 2 Interest on bank loans wholly repayable
RITEFTHE within five years 11,452 25,076
BREFANELEEEZ  Interest on other loans wholly repayable
HiEHFH B within five years 4,940 10,886
MR Total interest 16,798 36,425

=N %N
AREELZEIRAN (BIEEEMH
L)W

9.

STAFF COSTS
Staff costs (including directors’ remuneration) incurred during
the year are as follows:

KM

Group
2003 2002
BRTRT EET
HK$000 HK$'000
I% - #HFe&hHMZEM  Wages, salaries and other allowances 34,923 25,983
RIKKA — REMFETE| Pension costs - defined contribution plan 3,387 1,275
38,310 27,258

REERBEELRHEATER S
GRREERZ Nz 2BEERE
RIUTERERBHIERBERING
Matdl (FZeBEEeaal) - H3R
REEEF ETANLE I
RIBEZ BB 2 R AIER A
BFEBRSETRAMR -

The Group operates a defined contribution retirement benefits
scheme, Mandatory Provident Fund (the “MPF Scheme”),
under the Mandatory Provident Fund Schemes Ordinance
in Hong Kong, for all those Hong Kong employees who
are eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’ basic
salaries and are charged to the profit and loss account as
they become payable in accordance with the rules of the
MPF Scheme.
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STAFF COSTS - Continued

The assets of the MPF Scheme are held separately from
those of the Group in an independently administered fund.
The Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme, except
for the Group's employer voluntary contributions, which
are refunded to the Group when the employee leaves
employment prior to the contributions vesting fully, in
accordance with the rules of the MPF Scheme. Prior to
the MPF Scheme being effective, the Group operated a
defined contribution retirements benefits scheme for those
employees who were eligible to participate in this scheme.
This scheme operated in a similar way to the MPF Scheme,
except that when an employee left the scheme prior to
his/her interest in the Group's employee contributions vesting
fully, the ongoing contributions payable by the Group were
reduced by the relevant amount of forfeited contributions.

The Company's subsidiaries in the People’'s Republic of
China except Hong Kong and Macau (the “PRC") are members
of the state-managed retirement benefits scheme operated
by the PRC government. The retirement scheme contributions
are based on a certain percentage of the salaries of the
PRC subsidiaries’ employees.
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+ -EENE 10. DIRECTORS’ REMUNERATION

F5E

Group
2003 2002
ARTR AT
HK$'000 HK$'000

we Fees:
BITES Executive directors — —
FHTES Non-executive directors — —
BYIEBITES Independent non-executive directors 750 750
Hib & - Other emoluments:
EAXF e RHEAMEE Basic salaries and other allowances 5,215 4,888
RIS ErEIMER Pension scheme contributions 140 152
6,105 5,790
EEMEe BN T NIEECE The number of directors whose remunerations fell within
EYN & the following bands is as follows:
EEAY
Number of directors
2003 2002
# —%%1,000,0007C Nil-HK$1,000,000 7 7
71,000,001 — &% 1,500,000 HK$1,000,001-HK$1,500,000 1 2
71,500,001 — & #2,000,0007T  HK$1,500,001-HK$2,000,000 1
752,000,001t — & #2,500,000T  HK$2,000,001-HK$2,500,000 1 =
10 10
RAEFEER  FEZWEREBEM During the year, there was no arrangement under which a
ZHMBELRERERDAFE director waived or agreed to waive any emoluments and
ZIEAME - AEBWES NS no emoluments were paid by the Group to the directors
TESERBBEMASEMAR as an inducement to join, or upon joining the Group, or as

SEvRIIERERAEES - compensation for loss of office.
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+— - AfUFNRESZES 11. FIVE HIGHEST PAID EMPLOYEES

RAFEER AUFHNES 2 The five highest paid employees during the year included
BEERE=-MN(ZTZT=_F: three (2002: three) directors, details of whose remuneration
ZRDES  EMe R are set out in note 10 above. Details of the remuneration
Tt e B (ZEZE = of the remaining two (2002: two) employees are set out
F:f)EEZHMEeFREL below:

T

2003 2002

BRTRT BRI
HK$'000  HK$'000

e R AEMER Salaries and other allowances 2,470 2,445
tiiezeBNF T E&E The remuneration fell within the following band:
:
BEEAY
Number of employees
2003 2002

1,000,001 7T — HK$1,000,001-

7 #1,500,0007T HK$1,500,000 2 2
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12. TAXATION
sy
As restated
2003 2002
BA¥TrT BETE
HK$’000 HK$'000
AEHE : Group:
REFEME - Current year provision:
BB LA H 3 [ Outside Hong Kong 235 883
TFEEBBERE - Overprovisions in prior years:
BB Hong Kong — (146)
BB H i [E Outside Hong Kong - (1,567)
235 (830)
RN Associates:
AN 2 H i [ Outside Hong Kong 47,096 21,167
LEZEEEERQT : Jointly-controlled entities:
BB LA H 3 = Outside Hong Kong 956 1,124
RE R TR Taxation charge for the year 48,287 21,461

ARTEERAEEARES
WERELEMERREN - &
I EAEAMGHRIELLER
BRMIMEE 2 BRBEF )
BREAKEEEXBHELR
BZBRRER  2BETAS
2R REMMRZBTRE
B I B {E 7] A 2 SR AE AR IR
ZEREERZ S ERA
SERARRIEEHARE N
A

Hong Kong profits tax has not been provided as the Group
did not generate any assessable profits arising in Hong
Kong during the year. Taxes on overseas profits have been
calculated at the rates of tax prevailing in the jurisdictions
in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

Deferred tax has not been provided for the Group and the
Company as there were no other significant temporary
differences giving rise to deferred tax.

oo
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12. TAXATION - Continued

The taxation on the Group's profit before taxation differs

from the theoretical amount that would arise using the
preferential taxation rate of Shenzhen, the location in which

the Group’s major subsidiaries and associates operate as

BZERBWT follows:
2003 2002
A%TrT BETx
HK$'000 HK$'000
B B0 Al A Profit before taxation 387,533 176,086
BRI E15% Calculated at a taxation
(ZZZZF : 15%) rate of 15% (2002: 15%)
AR BIE 58,129 26,412
HiE AR R 2 F2E  Effect of different taxation rates
in other locations (696) 1,276
BARM WA Income not subject to taxation (15,527) (11,832)
IRk - Expenses not deductible for
taxation purposes 10,773 8,450
AER 2B Unrecognised tax losses 6,449 4,405
FERNARIEERERZHIE  Utilisation of previously unrecognised
tax losses (4,347) (1,200)
JE(GEE S N A M [E4E#E  Share of preferential tax benefits
EERQ ﬂZﬁﬁR@% of associates and
jointly-controlled entities (6,494) (6,050)
IA X Taxation charge 48,287 21,461

AR T ERENEEREELE
B o Eﬁzmiﬂiéﬁw@%’ﬁ%
57,780,000 (Z T =4 :

79,795,0007T) Bl 2 BER
BAREEAN KRR T IE

—m
s ©

%% | Annual Report 2003

Tax losses carried forward of HK$57,780,000 (2002:
HK$79,795,000) has not been recognised at the balance
sheet date in the financial statements as it is uncertain

that the losses would be crystallised.
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= BREREGERT 13. PROFIT ATTRIBUTABLE TO
SHAREHOLDERS
HE-_ZT=F+_A=+— The profit attributable to shareholders for the year ended
BIEFE @ T AKXRQ BB &R 31 December 2003 dealt with in the financial statements
FKAZBRRESE BN REE of the Company is HK$107,667,000 (2002: HK$98,774,000).

107,667,0007C (ZEZ —F :
7 #598,774,0007T) °

+0 - 2 14. DIVIDENDS
2003 2002
B%TR BETT
HK$’000 HK$'000
BRARERE - Final, proposed, of HK$0.004
FEBERAR0.0047T per ordinary share
(Z2T=F : &) (2002: nil) 45,001 —
b'/\_ TEMFE=HA -+ BE At a meeting held on 26 March 2004, the directors proposed
f1zesL EERBRER the payment of a final dividend of HK$0.004 per ordinary
,ﬁ BREBLBRE®0.004 share. This proposed dividend is not reflected as a dividends
TC © It TE #E R A% B30 R 7 A B payable in the financial statements, but will be reflected
BomEPIMERMNRE - M as an appropriation of retained earnings for the year ending
RELE-ZTT m¢+ ﬂ + 31 December 2004.
—BIEFEIERBRBHZS
K ©
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+H - BREF 15. EARNINGS PER SHARE

FREXBFDIBRBEAFER
EE2HREEGHRAEBE
338,757,0007T (ZET = F :
B#151,774,0007T) RANEE
meE B 1TK H 2
11,217,211,626f (=& =
F - m#E F B =
11,215,294,9590%) ¥ @A T

oxad
B o
Ft

RREBRAT S EEESREY 2
25 Bt RS~k E
BEF REFZEREBRE
NEBRBEEFASB 2 REE
h B F|E#151,774,0007T &
EFRBALD T2 INEF
E@AR11,215,294,9590% 0 +
BEABRIECERERD
TEMERERERT LB
B% 2 hniEF319%014,707,167/%
iHE
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The calculation of basic earnings per share is based on
the Group's profit attributable to shareholders for the year
of HK$338,757,000 (2002: HK$151,774,000) and the number
of 11,217,211,626 (2002: weighted average of
11,215,294,959) ordinary shares in issue during the year.

No dilutive earnings per share is presented as there is no
dilutive potential shares outstanding during the year. The
calculation of dilutive earnings per share for 2002 was based
on the Group's profit attributable to shareholders of
HK$151,774,000 and the weighted average number of
11,215,294,959 ordinary shares in issue plus the weighted
average of 14,707,167 ordinary shares deemed to be issued
at no consideration if all outstanding share options had
been exercised.
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+75 - BEEE 16. FIXED ASSETS
F5H Group
g ki KE
THREF g R
Leasehold hERE i | Furniture, ERIR
land and Leasehold Motor  fixturesand  Construction &t
buildings  improvements vehicles equipment in progress Total
BETTL BETTL BETTL BETTL BETTL BETTL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR EE - Cost or valuation:
£4) At beginning of year 105,794 4423 11,263 14,285 94,149 229914
AE Additions 5,665 1,049 1,607 1,648 6,305 16,274
e Disposals [1,151) - (274) (472) - (1,897)
a5 Transfer 6,144 = = = (6,144) -
Bff Revaluation 11,288) - = = = (11,288
RZZE=F+-A=+—H At31 December 2003 105,164 5472 12,596 15,461 94,310 233,003

RZEE=FE+-FA=+—H: At31 December 2003;

ERA At cost = 5472 12,596 16,461 94,310 127,839
FEZfHAE At directors' valuation 67,164 = = = = 67,164
REME At professional valuation 38,000 = = = = 38,000

105,164 5472 12,596 15,461 94,310 233,003

RZZE-E+-A=+—H: At31 December 2002;

A At cost 39710 4423 11,263 14,285 94,149 163,830
REZ(E At directors' valuation 44,084 = = = = 44,084
CEE At professional valuation 22,000 = = = = 22,000
105,794 4423 11,263 14,285 9,149 229914
ZRNERAE: Accumulated depreciation and impairment:
£ At beginning of year 3,800 2,59 3779 6,841 = 17,016
HE Charge for the year 3281 861 1,963 2,355 = 8460
HeE Disposals (19) — — (401) = (420)
Bff Revaluation (4,376) = = = = (4,376)
RZEE=F+-F=1—H At31 December 2003 2,686 3457 5,742 8,795 = 20,680
EmEE : Net book value:
R=Z5=#+-F=+—F At31 December 2003 102,478 2015 6,854 6,666 9310 212323
R-ZZ_F+-F=+—F  At31 December 2002 101,994 1827 7,484 7,444 94,149 212,898
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+75 BEEE & 16. FIXED ASSETS - Continued
F%E-E Group - Continued
FREBEZREEHEL R The leasehold land and buildings of the Group included
BFEDRTIMOFE above are held under the following lease terms:
.31 ]
Group
2003 2002

BRTRT BRI
HK$'000  HK$'000

(VNGNS Situated in Hong Kong
R EITR 4 Medium-term leases 21,033 21,517
REHELY Long-term leases 2,000 2,500
23,033 24,017
IR & LAIME @ Situated outside Hong Kong
R ERTR A4 Medium-term leases 18,402 26,017
REHELD Long-term leases 20,582 9,478
A5 A 7H 2 Unspecified 40,461 42,482
79,445 77,977
102,478 101,994
REERBREER  HEL At the balance sheet date, valuation of leasehold land and
HREFEBH T EEHERMT buildings was carried out by RHL Appraisal Ltd., an
KATHEBERERAGSHE independent firm of professional valuers or by the directors,
ENRAFMBRITERAELE on an open market, existing use basis.
11818 -
WASE HE L RETFE Had the Group's leasehold land and buildings been carried
AR EZRITESR » BIFELA at cost less accumulated depreciation, they would have
475 1149,297,000T (ZEZ been included in the financial statements at approximately
— 4 : #%142,937,0007T) 2 HK$149,297,000 (2002: HK$142,937,000).
EBEGTAMBHRE
IR FE&74%21,033,0007T Certain leasehold land and buildings with net book value
(2% = B K of HK$21,033,000 (2002: HK$21,516,000) were pledged
21,516,0007t) <& THEL to a bank to secure bank borrowings (note 27).

wREFEERATRIT R
BRIOBEZRE (MEZT
) -
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INVESTMENT PROPERTIES

F5E

Group
2003 2002
ARTR AT
HK$'000 HK$'000

mfhME -
F4
Bl MEE =1+-)

R+=-—A=+—H

ERABERIAEEREN R
DR TIINBOFE

At valuation:
At beginning of year 240,000 243,000
Revaluation (note 7, 31) (11,000) (3,000)
At 31 December 229,000 240,000

The Group's investment properties included above are held
under the following lease terms:

F5HE

Group
2003 2002
BRTR AT
HK$°000 HK$'000

BRENMINZ E iR
RfhME -
REMED
A 4

REERBEREER  ®REY
EMBUEXMEEMTAMT
AHEREBAARARRARME
BRAB RNz EEEE

BREFEAE%118,000,000
T(ZZET_F : B
68,000,0007T) 2 HEWEE
BHRTHRT  ERBITBEZ
RE(RUBHREMF =T
t) o

Situated outside Hong Kong

at valuation:
Long-term leases 11,000 11,000
Medium-term leases 218,000 229,000

229,000 240,000

At the balance sheet date, the investment properties were
revalued on an open market value, income capitalisation
basis by RHL Appraisal Ltd., an independent firm of
professional valuers.

Investment properties with a net book value of
HK$118,000,000 (2002: HK$68,000,000) are pledged to banks
to secure bank borrowings (note 27).
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+N\ - BERETE 18. GOODWILL AND NEGATIVE GOODWILL

F%ME
Group
[} ame wE
Goodwill Negative goodwill Total
2003 2002 2003 2002 2003 2002
BRTT BETT BBTT BT BYEFR A¥Tr
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B Cost:
»n—A—H At 1 January — — (251,856) (159,245) (251,856) (159,245)
0 Addition 5,576 — —  (92,611) 5576  (92,611)
W+ZA=+—8  At31 December 5,576 —  (251,856) (251,856) (246,280) (251,856)
St Accumulated amortisation:
W—HA—8 At 1 January — — 40,867 5,620 40,867 5,620
REFEHH Amortisation during
the year (557) = 36,349 35,247 35,792 35,247
W+=—A=+—H  At31 December (557) — 77,216 40,867 76,659 40,867
REFE Net book value
R+=—A=+—H At 31 December 5,019 — (174,640) (210,989) (169,621) (210,989)
T RHBATZHELE 19. INTERESTS IN SUBSIDIARIES
¥ /g
Company
2003 2002
#¥TR BT
HK$'000 HK$'000
ELEMIKRE @ BHAAE Unlisted investments, at cost 98,515 98,515
FEU BT /B A ) 2 FA Amounts due from subsidiaries 2,569,584 2,734,652
FESHBT B B) 2 5038 Amount due to a subsidiary - (551)
2,668,099 2,832,616
R R Provision for impairment (551,183) (804,316)
2,116,916 2,028,300
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19. INTERESTS IN SUBSIDIARIES - Continued
RARARZIERBEERIIT The balances with subsidiaries included in the Company's
ZHBARGEAR T BEREAR non-current assets are unsecured and repayable after one
BRHBa—F mEKEE year. Except for an amount of HK$90,152,000 (2002:
90,152,0007T (2002 : & #& HK$92,248,000) which bears interest at prevailing loan interest
92,248,0007) BB ERK 2 rates in Hong Kong, the remaining balances are interest-
BERERFEIN BB R free.
B o
RARRIREBEEFRY R ZE The amount due from a subsidiary included in the Company's
WK B EHRIEB N EEER - current assets is unsecured, interest-free and has no fixed
EENERTEERD - terms of repayment.
TEWBRARIZHEBHNSE Particulars of the principal subsidiaries are included on pages
131BE132ER ° 131 to 132.
—t+ -« REEATZHER 20. INTERESTS IN ASSOCIATES
F%£H
Group
rEI
As restated
2003 2002
A%TR EEBTx
HK$'000 HK$'000
FEIEEESE BRI Share of net assets other than goodwill 2,257,402 2,087,474
EESCESE: 5 Goodwill less amortisation 2,792 3,101
B Provision for impairment — (48,716)
2,260,194 2,041,859
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Z+ - REBEATZHEE &
AKBREZ ETRAEES

20. INTERESTS IN ASSOCIATES - Continued

The share of net assets and market values of the Group’s

BERTERAT listed equities were as follows:
F5EH
Group
2003 2002
AETR BET T
HK$'000 HK$'000
EIEEEFE Share of net assets
BB LHRA Listed equities in Hong Kong — 95,391
EEAIMBE Z ETARA  Listed equities outside Hong Kong 2,942 2,802
REEE Provision for impairment — (48,716)
2,942 49,477
F%£H
Group
2003 2002
B¥TT AEBT
HK$’000 HK$'000
mE : Market values:
EE FRRA Listed equities in Hong Kong — 102,352
EBLAIMEIE 2 F A Listed equities outside Hong Kong 4,470 3,620
4,470 105,872

EFXTBHL2NAFBHENE
133 21348A °

FR - NEBERRIIBHIER
BRAR (DRIEBHR]) 2 #x
H21% NFEE13% (ffsE =+
“(c)  AtREHEBEDQ
AR AEBEERYIEHE
ERENYETHRASEE
REBEFIBEEZZTS 2B
Bmmes o Eitt - AEBRE
YRR ERCEFIEER
BEER o
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Particulars of the principal associates are included on pages
133 to 134.

During the year, the Group’s interest in Shenzhen High-
Tech Holdings Limited (“Shenzhen High-Tech”) was
reclassified to investment securities following the deemed
disposal of the Group’s interest from 21% to 13% (note
32 (c)) and reduction of influence in management of Shenzhen
High-Tech as a result of the resignation of the Group’s
representatives from the board of directors of Shenzhen
High-Tech.
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INTERESTS IN ASSOCIATES - Continued

Extracts of the operating results and financial position of

(MRYIER]) 2 BEEBE R Shenzhen Expressway Company Limited (“Shenzhen
BOARFEE (1R Tﬁﬁ/%ﬁ‘ B Expressway”), which are based on the audited accounts
M et ERRRY B REZ prepared in accordance with generally accepted accounting
MBHE) AT principles in Hong Kong, are as follows:
=g
As restated
2003 2002
BT BETT
HK$’000 HK$'000
#E+-A=+—-8H Operating results for
LEEZEERR the year ended 31 December
EEE Turnover 397,521 494,428
BEATEGADEBREEZ%  Operating profit before taxation and
ZBERF after minority interests 988,318 384,901
B Taxation (140,174) (57,606)
BRI EF Profit after taxation 848,144 327,295
BR+-RA=+—HZzH%MKR Financial position as at 31 December
ERBEE Non-current assets 4,757,151 5,388,882
MEBEE Current assets 1,833,733 929,773
BERS Total assets 6,590,884 6,318,655
FENBEE Non-current liabilities 471,335 419,363
mEEE Current liabilities 336,791 716,755
=gt Total liabilities 808,126 1,136,118
DEREER Minority interests 47,121 47,417
855,247 1,183,535
FEE Net assets 5,735,637 5,135,120
FAREE Contingent liabilities - —
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—1+ -  REtEASIZHER & 20. INTERESTS IN ASSOCIATES - Continued

AEBBRBEEXRIRR
654,780,000/% 3E £ 2 48
Al - FETROESTE
HMEREHMEETZEMR
heREkE=z (BEREEER
B BREERERAFT@E) -

AY B EERRBIIER] 2 &5t
LRIF 125 (FAER)ERER
BRzEBEVEENER &
BB EEI AT AEIER
LR -

BYARRERSERELR
BREAENRARKERRER LT
Hi B E R AES
TR ERHREET —ATEE
Mg EEMEEOFELETIE
BE  RULPAREF_TT_F
+-A=t+—BZEERBEEE
A R ¥36,754,0007T * FEML
HEEIEESE DN AESRDAR
#24,224,0007C * LER R E
A AR 1,006,0007T © FEfE
MRBEBRBRDARK
47,574,000t RREBEES R A
R#12,398,0007C - HE—TZ
“F+-A=t+—HILFEZR
MERZBIENERTE 25
2RI AR #12,867,0007T K
AR#59,972,0007C e —ET—
F—A—RZEVIREBBER D
AR ¥37,647,0007C °

RZEE-_F+A=+—
B BalRRERERAEN
TE AEEREE QN RRE
WA T #A%16,983,0007T -
REBEBEBRD T EE
16,008,0007C & & E & B
T##975,0007T - BE-F
Z_F+-RB=1+—HIFE
2 BFR B3 464,0007T °
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The Group's holding in Shenzhen Expressway comprises
654,780,000 unlisted founder shares. The unlisted shares
rank pari passu in all respects including, in particular, as to
dividends, voting rights and capital.

The adoption of the revised SSAP 12 “Income tax” in 2003
by Shenzhen Expressway represents a change in accounting
policy, which has been applied retrospectively so that the
comparatives presented have been restated to conform
to the changed policy.

The retrospective adjustments, representing the provision
for net deferred tax liabilities of Shenzhen Expressway and
its jointly-controlled entities on temporary differences arising
from the different basis for depreciation of toll roads and
amortisation of land use rights leading to difference in
accounting and the tax bases have resulted in an increase
in deferred tax liabilities at 31 December 2002 by
RMB36,754,000, a decrease in interests in jointly-controlled
entities by RMB24,224,000, a decrease in minority interests
by RMB1,006,000 with a corresponding decrease in retained
earnings of RMB 47,574,000 and a decrease in reserve
funds by RMB12,398,000. The profit and amount transferred
to equity for the year ended 31 December 2002 have been
reduced by RMB12,867,000 and RMB59,972,000 respectively
with opening retained earnings at 1 January 2002 have
been reduced by RMB37,647,000.

As a result of these adjustments made by Shenzhen
Expressway, as at 31 December 2002 the Group's interests
in associates decreased by HK$16,983,000, retained earnings
decreased by HK$16,008,000 and reserve funds decreased
by HK$975,000. The profit for the year ended 31 December
2002 has been reduced by HK$3,464,000.
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—1+ - REtEATIZHER & 20. INTERESTS IN ASSOCIATES - Continued

P EmEEK (SE) RHERAAE Extracts of the operating results and financial position of
(AR EERRRER (& CSG Holding Co., Ltd., (“CSG"), formerly known as CSG
B)ERAAF - [AHEE]) 2 Technology Holding Co., Ltd., which are based on the audited
REXBELTHMRABE (B accounts prepared in accordance with International Financial
BEBReERRTCLHE Reporting Standards and adjustments made to conform
B BHmERL AT HASER with the Group's accounting policies, are as follows:
SHBE - BIETHEER
HE)WT :
2003 2002
BT BT
HK$'000 HK$'000
#E+-A=1+—-8H Operating results for
LEREZEEER the year ended 31 December
X Turnover 1,245,662 988,147
BREATEF AV E#ERE  Operating profit before taxation and
2 EF after minority interests 207,293 170,288
B Taxation (16,203) (16,760)
Rz BFI Profit after taxation 191,090 153,528

R+ZB=+—BZBERKR Financial position as at 31 December

FRBEE Non-current assets 2,564,477 2,110,932
MEEE Current assets 742,828 697,563
BEEHE Total assets 3,307,305 2,808,495
ERBERE Non-current liabilities 154,033 47,152
mBAE Current liabilities 1,075,235 793,075
BEEHE Total liabilities 1,229,268 840,227
DEREER Minority interests 86,074 71,704

1,315,342 911,931
FEE Net assets 1,991,963 1,896,564
FNEE Contingent liabilities - —

T
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=t

—

REtZEAT ZER & 20. INTERESTS IN ASSOCIATES - Continued
AEEREEEELHRER The Group's holding in CSG comprises 163,379,998 unlisted
$£163,379,998M% 3F i1 2 B founder shares and 723,003 unlisted “A” legal person’s
AR - 723,003 F LT shares and 1,000,000 listed “B" shares. The listed “B"
[A] BE AR K 1,000,0008% = shares are listed on the Shenzhen Stock Exchange. Both
MBIk - ZFELEM2IB] listed and unlisted shares rank pari passu in all respects
BREFINBHEI S LT - including, in particular, as to dividends, voting rights and
EFRRFEETRHESTEY capital.
ZERSE= (BEEHEKR
8 REERKRAT@E) °
REREESEATZ  21. INTERESTS IN JOINTLY-CONTROLLED
HEx ENTITIES
¥5KHE
Group
2003 2002
B¥TRT AEBT
HK$’000 HK$'000
EIEEESE  BERIN  Share of net assets other than goodwill 125,234 129,146
FEU L RIEHES B ARIFIE  Due from a jointly-controlled entity 29,312 29,312

I%Z L[R2 T”é.\,\ A=
BHIERE 1358

W LREEEERARZIED
BEER R RENRBRE—
EO
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154,546 158,458

Particulars of the principal jointly-controlled entities are included
on page 135.

The amount due from a jointly-controlled entity is unsecured,
interest-free and repayable after one year.
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- PHEEESEATZ  21. INTERESTS IN JOINTLY-CONTROLLED

- E ENTITIES - Continued
REEBEBEREHEA - B[R At the balance sheet date, the aggregate amounts of assets,
ERAELREHBCEE A liabilities, turnover and profits of these jointly-controlled
& WAREFBREOT entities were as follows:
*5H
Group
2003 2002
E#¥TX BET T
HK$000 HK$'000
BE Assets 469,723 425,695
BfE Liabilities 189,027 135,496
WA Turnover 137,440 150,899
R 18 & A Profit after taxation 4,556 22,962
Iz BEEHF 22. INVESTMENT SECURITIES
*5H
Group
2003 2002
E#¥TX BET T
HK$’000 HK$'000
BAAINZ FELTRAE Unlisted equities outside Hong Kong
B AE At cost 218,933 221,519
WEEE Provision for impairment (63,564) (44,704)
155,369 176,815
BB LTRA Listed equities in Hong Kong
B AE At cost 90,894 866
B L Provision for impairment (16,195) (530)
74,699 336
230,068 177,151
EmkARzmE Market value of listed equities 95,177 488
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= FEWBRRR 23. TRADE RECEIVABLES
EWIRR 2 EE @ T H30A Trade receivables, which generally have credit terms of
FOHTE  EBERRIIEZ 30 to 90 days, are recognised and carried at original invoiced
PAJR 96 & KR A0 BR M (=) 7] AE 11 amount, an estimate for doubtful debts is made and deducted
ZRZBERME - BRERELER when collection of the full amount is no longer probable.
B sE - Bad debts are written off as incurred.
REEBEBEREEA  ~&H An aged analysis of the Group's trade receivables as at
FLI&EE NI E A ERE 2 RS the balance sheet date, based on the invoice dates, is as
DT follows:
T5H
Group
2003 2002
BETT BT T
HK$'000 HK$'000
0—90H 0-90 days 23,356 17,675
91—180H 91-180 days 4,921 1,421
181—365H 181-365 days 117 301
#838365H Over 365 days 2,685 822
31,079 20,219
W RERZEME Less: Provision for doubtful debts (2,467) —
28,612 20,219
JEWBE SR B IR T R ULEE & A Included in the trade receivables is an amount due from
Al A £EKT, 949,000 an associate of HK$7,949,000 (2002: HK$3,653,000).

(2002 : #%3,653,0007T) °
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“tH HibixE 24. OTHER INVESTMENTS
¥5KHE
Group
2003 2002
B¥TT AEBT
HK$000 HK$'000
B AN Outside Hong Kong
FRRAES Listed equity securities,
®BmiE at market value — 383,945
FELEMBRAES - Unlisted equity securities,
B AE at cost 14,259 36,720
14,259 420,665
REAFEE  AEBEEHBERR During the year, the Group disposed of the entire 50 million
BEZRERTRNHERAA A shares in China Merchants Bank Co., Ltd.

50,000,000z Al -

—tR IRERBEEEY 25. CASH AND CASH EQUIVALENTS
5H b XN
Group Company

2003 2002 2003 2002
BETR B¥Tr BRTR ART
HK$'000  HKS$'000 HK$'000  HK$'000

Re MR1THEH Cash and bank balances 122,907 286,210 24,747 8,446
B AEBRITERZ  Less: Deposits pledged for
BHRTEHEX bank loans —  (67,722) — —
REHRB=MAZ Bank deposits with original
RITEX maturity of more than
three months (17,885) (105,022) — —
RehBEEEY Cash and cash equivalents 105,022 113,466 24,747 8,446
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=5 AR

REERBERAGER  ~&
BRMESXREZAHE LK

26. TRADE PAYABLES

An aged analysis of the Group’s trade payables as at the
balance sheet date, based on the invoice dates, is as follows:

BT

T5H

Group
2003 2002
#¥TR BT
HK$'000 HK$'000
0—90H 0-90 days 13,279 9,003
91—180H 91-180 days 490 85
181—365H 181-365 days 119 176
#E 38365 H Over 365 days 1,755 2,081
15,643 11,345

—tt GERER

27. INTEREST-BEARING BORROWINGS

F5RE

Group
2003 2002
B%TR BETx
HK$°000 HK$'000

RITER
AR
il

H fth B E R R R

JERBRERD

JEENEREE 7>
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Bank loans:
Secured 4,715 99,019
Unsecured 133,646 524,533
138,361 623,552
Other unsecured loans and payables — 231,747
138,361 855,299
Portion classified as current liabilities (24,430) (533,805)
Non-current portion 113,931 321,494
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27. INTEREST-BEARING BORROWINGS -

Continued

At 31 December 2003, the Group's interest-bearing borrowings

were repayable as follows:

F5%H
Group
2003 2002
BATRT ABETT
HK$’000 HK$'000
ERHRITER : Bank loans payable:
—FNR Within one year 24,430 302,058
B In the second year 100,101 260,583
FZFEERF In the third to fifth years,
(BREEREMEF) inclusive 2,185 52,196
Ak After the fifth year 11,645 8,715
138,361 623,552
HEmEAER K Other loans unsecured
JERFFRIR and payable:
—FR Within one year — 231,747
138,361 855,299
RZEE=F+-A=+— At 31 December 2003, the Group's interest-bearing borrowings
B AEEZFEERANUT were secured by the following:
BIRMEER

(a) AKEZATHELME
FRIREMEEER (B
gkttt Rk

(b) AEEZBITFHIEER
(HE=1H) °

(a) pledge of certain leasehold land and buildings and
investment properties of the Group (notes 16 and

17); and

(b) pledge of bank deposits of the Group (note 25).
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Z+N - SRR R R

R-ZZF_FN\A—FH A2

Al [ RBRRRY R EEITE
58 %330,000,0007C ] BE Bl
RRNEZRRER &7
T‘*‘Hﬁ%‘%ﬁ“‘“@?”ZEiﬂi?ﬁ

28. CONVERTIBLE NOTE

On 1 August 2002, the Company issued to its controlling
shareholder, SIHC, a redeemable non-interest bearing
convertible note with a face value of HK$330,000,000 carrying
rights to convert into ordinary shares of the Company at
HK$0.365 each. The convertible note has a term of five

FHE 2T LFLA=T years from the date of issue and will be matured on 31
—A - ITW%WL%%$ July 2007.
Al AR BRERERERE
#0.3657T °
Zt+h o BEWMA - BT RS 29. DEFERRED INCOME - GOVERNMENT
GRANTS
¥5KHE
Group
2003 2002
B¥TRT AEBT
HK$’000 HK$'000
n—A—H At 1 January 174,462 174,462
REEH Amortisation (7,482) —
K+=-—A=+—H At 31 December 166,980 174,462
AREBECEPEE T EE The Group had been granted by PRC local government a
B T X B #£ &t & ’ﬁg total amount of HK$174,462,000. Following the adoption
174,462,0007C ' IREE_TZ of SSAP 35 “Accounting for government grants and disclosure
ZFEHRMN S ERELE of government assistance” in 2003, the amount was stated
35T B R BT & B 2 s "Deferred income — government grants” with no
W) ZEFBEEIRRE adjustment is required on the Group's opening retained

WA —BFHBEE]EF o K
SEHIRERSRERRIAE
HAER AR - BESRIERAR
BEEREZYRBEBERL - I
A& B AL < K ARFT R 2 BA ]
EERZARA A AER
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earnings in this regard. The amount is applied to designated
logistics projects and recognised in the profit and loss account
on a systematic basis over the periods necessary to match
with the cost intended to be subsidised.
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=+ X 30. ISSUED CAPITAL
2003 2002
BT BT
HK$'000 HK$'000

EERA : Authorised:
20,000,000,0004% 20,000,000,000 (2002: 20,000,000,000)

(Z22-F: ordinary shares of HK$0.10 each

20,000,000,000%)

BREEA%0.10T2

LRk R G 2,000,000 2,000,000
EETRBERE Issued and fully paid:
11,217,211,626% 11,217,211,626 (2002: 11,217,211,626)

(Z2%=F: ordinary shares of HK$0.10 each

11,217,211,626/%)

BREEEX10TZ

LR R 1,121,721 1,121,721
Bl Share options
AARER—IBBRETE - The Company operates a share option scheme whereby
BRENHEETEERBELRA share options are granted to certain employees to subscribe
Al LA o for ordinary shares in the Company.
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=t kX -#

UNUNCIEIRAA: S-SRl 1

30. ISSUED CAPITAL - Continued

The movements in the number of share options to subscribe

RFF=F+-A=+—
B WA R

T
HRERE

No of share options

BHEZHUT : for ordinary share in the Company were as follows:
R ERC REENERERTER
Number of share options to subscribe for
ordinary shares at an exercise price per share of
#%0.165T #W0.272r EH0.308T EW0.310T HEH0.336T #h
HK$0.165 HK$0.272 HK$0.308 HK$0.310 HK$0.336 Total
‘000 ‘000 ‘000 ‘000 ‘000 ‘000
R-ZT-F At 1 January 2002
—H-H 2,000 205,600 2,000 — — 209,600
EREHL Granted during the year — — — 4,300 19,500 23,800
ERKITE Exercised during the year (2,000} — — — — (2,000}
FRRH Lapsed during the year = (400) = = = (400)
RZEEZE At 31 December 2002
+-A=+—H — 205,200 2,000 4,300 19,500 231,000
RZEE=F At 31 December 2003
+-RA=1+-8 — 205,200 4,300 19,500 231,000

The details of the outstanding share options as at 31 December

2003 are as follows:

TR

Exercisable period

fTER

Exercisable price

205,200,000
2,000,000
4,300,000

19,500,000

231,000,000

T =FF5H [ Annual Report 2003

~FF-F-A-+-AZE-TENEMA+TA

22 January 2001 to 15 Apnl 2004
—TT— E/\H-I-jIEIE z
19 June 2001 to 15 April 2004

:;ﬁg_ﬁ H/\Hi—??mﬂzwﬁ—l_ﬂEl

6 Mach 2002 to 15 April 2004
“ZT-FNAT/\HEZE
18 August 2002 to 15 April 2004

ZEOENA+EA

ZEOENA+EA

E#0.2727C
HK$0.272
7 #0.3087T
HK$0.308
B #0.3107T
HK$0.310
7 #0.3367T
HK$0.336
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=t- fi#fe 31. RESERVES
& Group
Riang (BRER)/
) EffER REER
SRR Investment [Accumulated
RBARE  Echange  EBEE  BARB  popety  BRER  BEGR losses)
Share fluctuation Capital ~ Contributed  revaluation Reserve  Goodwill retained it
premium reserve reserve surplus reserve funds reserve earnings Total
A8Tn  AEfn  BETn AbTn BBTn BEfn BETn BT EETn
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
(Hat) (gt (Higtiv)
note ) note i (note v)
N-F5=E-F-§ At 1 January 2003
E As previously reported 1,062,782 2,505 5817 13,005 2112 59,630 236,435 (77428) 822,048
SHHRZEY Changes in accounting policies
-BEDFAFRELHE - provision fornet deferred
AEFELRR tax it of
(HE=1) anassocite (note 20) - - - - - (976) - [6008)  (16%83)
s As restated 1,062,782 2,505 h817 13,005 2112 58,655 (236,435 (93,436 805,068
BRERREES Transfer to reserve funds - - - - - L% - [493) -
WEREEES Share premium account offset
ZREEE (M) accumulated losses [note i (514,619 ) = = = = = = 514619 =
RENZEHEE Defict on revaluation of
investment properties - - - - (2172) - - - (2172)
HEEERELRE Write off of goodillreserve
against provision - - - - - - 32,716 - 3,116
BEHEREDT Release of reserve upon the deemed
RO B (llﬁ., =+2(c)) disposal of an associate note 32 () - 639)  (28%) - - - g - 2,074
GAMELAE BED W Exchange differences rising on
LRBERERAL consoldation of subsicaries,
Eﬂ%% BELY assoclates and jinty-controlled
EdZE eniites = (187) - - - - - - (187)
RREEEA Proftattrbutable to shareholders = = = = = = — 3R 338757
BZEE=FT2A=1—H  At31 December 2003 538,163 1679 2919 13,005 - 108,011 (173908 ) 710,584 1,200453
AMINARE G Reserves retained by:
ANERNELT Company and subsidiaries 536,163 (3124) 2919 13,005 = 9% (1308 40415 880,847
BN Associates - 4,68 — - — 8313 - 282,066 295,124
KREER AN Joint-cantroled enties - 118 - - - = = 24,364 248
WZEE=FT2A=1—H  At31 December 2003 538,163 1679 2919 13,006 - 108,011 (173908 ) 710,584 1,200,453

—=EE=
—=
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=t = 31. RESERVES - Continued
rEE Group
LEEH
1) {111 ]
SiER B Investment
BARR  Echange  EBEE  HAER Asset  property  BEEE  BERE  IRBE
Share ~fluctuation Capital ~ Contributed  revaluation  revaluation Reserve  Goodwill Accumulated #it
premium reserve Teserve surplus reserve reserve funds reserve losses Total

AT BT AMTR B B AR Rt B B B
MO0 HKSOD  HKSOD  HKSOM  BKSOD BRSO HKSOI RSO HKSO RSO

(it (Hriti) (Hriti)
[note ) (note i) (note v}
RoBEZE-F-B At Janvary 2002
JUFE: As previously reported 1,062,652 2145 5817 13,008 1,56 51 30478 (236435)  (205079) 669,920
SihREY Changes i zccounting poices
~BEDFRERE - povison fornet defered
AEREAR tat et of
(H&=1) an associte rote 2 - - - - - - 9] - [1300) (1389
g5 As restated 1,062,652 2145 5817 13,008 1,56 51m 30,049 (236435) (218,169 ) 656,401
ERLRELS Transferto eserve funds = = = = = = 28608 = (28606 =
RAfEERE Arisng on the exercise o share options 1% - = = = = = = = 130
WEVEETY Deiciton revalution of
nvestment properties - - - - - (3,000 - - - 3000
HEBATEEMEL Releaseofresene upon
disposals of fixed asses - - - - (1,565 ) - - - 1,565 -
FaNELA Exchange ifferences aisng
BENAR on consoldetion
EREERENAZ  of subsides
ThaREEL assaiates and
LEREE fointyontrlled enties - 240 = = = = = - - 0]
RREREET Proft atrbutatle o shereholders = = = = = = = B /i
RoTEE
t25=1-H At 31 December 2002 1,052,782 2505 5817 13,008 - 21 56,655 (236,435 ) (93436 | 805,065
BTARAREZEE:  Reseres retanedby:
KAARKEAR Company and subsidiaries 1,052,782 (2298) 2919 13,005 - 21m 50,282 (23643 (102,95 119442
#2079 Assoretes - 4685 268 = = = 8373 N 1S I K
ARpEQEnT Jitpaontoled enties - 118 - - - = = -1 nan
RIB5CE
tZA=1-H At 31 December 2002 1,062,782 2505 h817 13,009 - 1M 58,605 (236,435 ) (93436 805,060
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=t- s & 31. RESERVES - Continued
Y YN Company
(REER)/
RERR
(Accumulated
KiER #ARR losses)/
Share  Contributed retained &t
premium surplus earnings Total

TR A¥Tn  BETR B%Tn
HKS000  HK$000  HK$000  HK$'000
(W) (Wetiv)

(note I} (note v)

W-22-%-f-H At 1 January 2002 1,052,652 58515 (613,393) 497,774

REfFERE Exercise of share options 130 — — 130

RREGRT Profit attributable to shareholders — — 98774 98774

RZEE_F+-A=t-HR At31 December 2002 and 1 January 2003

R-EF=F-A-H 1,062,782 58,515 (514,619) 596,678

KR EEREZ Share premium account offset accumulated

Eitg (ki) losses (note (i) (514,619) - 514,619 =

RREGRT Profit attributable to shareholders — — 107,667 107,667

RZZT=FT-A=T—-H  At31 December 2003 538,163 58515 107667 704,345

ffat - Notes:

(i) AEEZHAZBEBEAR (i) The contributed surplus of the Group represents the difference
SER—ANTE—ANA between the nominal value of the shares of the former group
ETEAMB AN SEZER holding company acquired pursuant to the group reorganisation
DA 2 EEEA R B 5 on 9 January 1990, over the nominal value of the Company's
I RRERNMETIAR shares issued in exchange therefor.

AROAERERZZHE

RRABIZBABHEBE E The contributed surplus of the Company represents the excess
NPt 2 & B = 4 AR of the fair value of the shares of the subsidiaries acquired pursuant
BARRMD CEBEREELLRA to the same group reorganisation, over the nominal value of
U ARBBRMHMET LA the Company's shares issued in exchange therefor.
ARABHCEEMERZ =

o
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=+ B = 31. RESERVES - Continued

BZETRAEDRENZ
Al AR EBRHEBFES
—HnBREsEREES
(ABAIR) - BREZKER
BRERAZEZTERER
GeadmRERR/ 2R
BERIER - HAEE -

BREBAARAZ KM EER
b IR #514,619,0007T A
BEEBAATIZBEERY
B ER-ZETE=FF1A
“+ZHRETZ2EARBRRE

(i) WEREEHRHATE  EF (i) Inaccordance with the PRC regulations, certain companies in

the PRC are required to transfer part of their profits after tax
to various reserve funds, which are non-distributable, before
profit distributions are made. The amounts of the transfers
are subject to the approval of the boards of directors of these
companies, in accordance with their joint venture agreements
and/or articles of association.

The resolution for the reduction of HK$514,619,000 from the
share premium account of the Company with the amount directly
applied to offset the accumulated losses of the Company in
full was approved by the shareholders in the Special General
Meeting of the Company held on 23 May 2003.

BRIAEG LERRILAE -

(ivi (REtE#B) REAHK : (iv)  (Accumulated losses)/retained earnings represented:
50 F4H
Group Company
2003 2002 2003 2002

BETRE EBTT BETR A%Tx
HK$'000  HK$'000  HK$'000  HK$'000

BORARHR S Final dividend proposed 45,001 — 45,001 —
Hity Others 665,583 (93,436) 62,666 (514,619)

710,584 (93,436) 107,667  (514,619)
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ZEE=Ff+_A=1—H

31 December 2003

32. NOTES TO CONSOLIDATED CASH FLOW

STATEMENT

(a)

Reconciliation of the Group’s operating profit

REKEXKFEHRS to net cash inflow generated from operations
RAREZHER
*%E
Group
2003 2002
BETR BETT
HK$'000 HK$'000
REEBRF Operating profit 59,419 84,066
FEWA Interest income (4,322) (13,024)
nE Depreciation 8,460 8,067
HERTEEER Loss on disposal of fixed assets - 486
METHREFZ Revaluation deficit on
BB leasehold land and buildings 6,912 1,549
REMEZER- B Revaluation deficit on
investment properties 8,828 —
HEREBH 2 Wa Net gain on disposals of
investment securities (3,320) —
RO EESRE Write back of impairment for
investment securities (1,886) (14,189)
ELHF AR ABR Deferred government grants recognised
in the profit and loss account (7,482) —
kNI Amortisation of goodwill in associates 309 =
FELmBRA Impairment of unlisted equity
REZEHZRE investment securities 18,861 6,822
REHEBENAIMBSNE  Gain on deemed disposal of an associate (6,313) =
HEHMEEZ (Gain)/loss on disposal
(Wz) /B#E of other investments (50,657) 1,780
HEMiRB o REBREEFE  Net unrealised loss on other investments 22 48
BERAWECEH Amortisation of goodwill
and negative goodwill (35,792) (35,247)
iﬁ/\“@ml ZHE Net cash (outflow)/inflow before
(i) /AT changes in working capital (6,961) 40,358
’%%W%ﬁé’/‘ Decrease in properties held for sale 2,778 733
BYER - & Decrease/(increase) in
BAE IE& trade receivables,
Hi W sIE 2 deposits, prepayments
B /(i' i) and other receivables 12,538 (3,448)
ERER - B AE Increase in trade payables,
,\ﬁﬂﬂﬁ RIE ] accrued liabilities, other payables
RFE&R&ZEM and customers’ deposits 5,811 7,156
RELEEH Net cash inflow generated
FEReRARE from operation 14,166 44,799
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=t GERERERMEE 32. NOTES TO CONSOLIDATED CASH FLOW
STATEMENT
b) FAXKEEZHERT (b) Analysis of changes in financing of the Group
pakil during the year
£ HR B
BFR HBITHRER BRRE
KRR iR DHBER Amount
Issued capital  Bank loans ERER  THRERE #a due to
and share and other Pledged Convertible Minority  controlling
premium loans deposits note interests  shareholder
BETT BB BETT BB BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
“EE-F-R—A&%  At1January 2002 2,174,173 624,912 (60,000 — 366,937 18,996
BEEHL Cash inflow from
RERMNER financing, net 330 219,501 (7,722) - - (18,996)
EERENTE Interest accrued
for other loans — 10,886 — — — —
BHTARER Issuance of convertible note = = = 330,000 = =
DYERFESBAFME  Capital contribution by
minority interests — — — — 14,144 —
EEWBARRAELR  Further acquisition of equity
interest in a subsidiary — — — — (339,998) —
DERREEEERF  Minority interests' share of
profit for the year — — — — 2,851 —
RZTZ_FE
+=A=1+-A
RZZZ=F At 31 December 2002 and
—A—B#&& 1 January 2003 2,174,503 855,299 67,722) 330,000 43,934 -
BEEE Cash outflow from
RERHER financing, net - (654,938) 67,722 — = =
e M EHF 8 Reclassification of the
ENAEE interest accrued for other
HinEfIHE loans to other payables = 62,000) = = = =
DERREEEERF  Minority interests' share of
profit for the year — — — — 489 —
NRMEEHEEESR  Offsetting accumulated
losses by share premium (514,619) — — — — —
EEWBARRAELZ  Further acquisition of equity
interest in a subsidiary — — — — (40,582) —
RZEZ=F
+-A=1+-H At 31 December 2003 1,669,884 138,361 — 330,000 3,841 —

—ZZT=%%%# | Annual Report 2003
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=4z FZEIREKEERKME -  32. NOTES TO CONSOLIDATED CASH FLOW

B STATEMENT - Continued

(c) EEHFHERS (c) Major non-cash transactions
RAFERA - ARRIIE During the year, the Group's interest in an associate,
BETRD - AEERZ Shenzhen High-Tech, was reduced from 21% to 13%
YIRHE 2 221 %5 following the issue of shares by Shenzhen High-Tech.
LE13% c AEEGFA The Group recorded a gain of HK$6,313,000 from the
BRAEEZ KRB deemed disposal which was calculated by reference
6,313,0007C ' W HIRIE to the increase in share of net assets of Shenzhen
R RIEH FEE 2318 High-Tech by HK$32,587,000 and release of goodwill
& ¥32,587,0007T ¢ reserve of HK$29,811,000, capital reserve of
BN ERBELEE HK$2,898,000 and exchange fluctuation reserve of
29,811,0007T * BARH HK$639,000.

%7552 898,000 & JE
N E R E B 639,000

iy
JLal = °
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31 December 2003

=t - EEHERH

=

=
=
=

(a) fERHEA

RELeBELH &%
BHEEREYE (M
T+t AEHEEHTEL
HBM BB TRF - HE
BEERNRRZRE -
REFEHRAE

RZZEZ=F+-_A=+
—B - AEEREHEFT
AR 2 CETERN AR
el 2 &R EFIELEE
(I

33. OPERATING LEASE ARRANGEMENTS

(a)

As lessor

The Group leases its investment properties (note 17)
under operating lease arrangements, with original leases
negotiated for terms of not exceeding 15 years. Rentals
are adjusted annually according to the terms of the
leases.

As at 31 December 2003, the Group had total future
minimum lease receivables under non-cancellable
operating leases falling due as follows:

F5HE
Group
2003 2002
BAETT ABETT
HK$°000 HK$'000

—FRN
E_EERF

(BEEEME)
hEk&
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After five years

Within one year 28,740 23,533
In the second to
fifth years, inclusive 124,181 143,280

106,453 105,084

259,374 271,897
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=St EEHEREE =& 33. OPERATING LEASE ARRANGEMENTS -
Continued
(b) fEREFBEA (b) As lessee
BELEHELHE A% The Group leases certain of its office properties under
EEAETETEYE - operating lease arrangements.
—EE=F+ZA=+ As at 31 December 2003, the Group had total future
—EI $E.$ETJ§¢|JHHHI minimum lease payments under non-cancellable
AR HSH 2 REHER R operating leases falling due as follows:
RER 2 RIEHERIEBRL
BT
F5KE
Group
2003 2002
BETR AT
HK$'000 HK$'000
—FR Within one year 1,363 2,363
F_EFAEF In the second to
(BEERME) fifth years, inclusive 1,676 2,494
hF& After five years 66 132
3,105 4,989
“EE=F+ZA=+ The Company has no operating lease arrangements
—EI RN B AR E as lessor or lessee as at 31 December 2003 (2002:
RBEBASFEBAZEE Nil).
MEZHE (ZTET-F -
) o
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=+l EEREIE 34. CAPITAL COMMITMENTS
REBRGEEAEUT ZRE The Group had the following capital commitments contracted,
ABERFTZERAE : but not provided for, as at the balance sheet date:
F5KE
Group
2003 2002

BETRT BE%TT
HK$'000  HK$'000

RAPBIIEEMRAIRERES  Investments in unlisted equity

investment securities in the PRC 12,772 —
BARBARAR Acquisition of subsidiary and
LN associates — 75,637
12,772 75,637
ARRREEBBREERY As at the balance sheet date, the Company had no significant
BEANEAZEAERE(ZE capital commitment (2002: Nil).

T_F:E) o
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=t+i . HAERE 35. CONTINGENT LIABILITIES
REEBEREER IR At the balance sheet date, contingent liabilities not provided
A BHRERZIABENT for in the financial statements were as follows:
F5E
Group
2003 2002

BRETRT BRI
HK$'000  HK$'000

ELENCI e R Corporate guarantees for banking
=E-VNS) facilities utilised by associate and
RHRITRE ZBERER  jointly-controlled entity 47,319 23,000
e TN
Company
2003 2002
B®TRET BEBETT
HK$'000 HK$'000
ELENGE S Corporate guarantees for banking
RITHE 2 BEER facilities utilised by subsidiaries 60,000 85,000
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=t

FAEALTR S

RAMBHRRBE R K&

BRI -

TR 7N £ (B £

BEALTZEERZWT :

(a)

(b)

TE=FGR

TRWEZEBYR R
Y)BRL2E ([Z2RY
#l) 30% MR A=

RZTZE-_F+ANR
AEEZHBRARBE
EXHE (RN BRAT]
(FrdERE]) 2R Im
BEBEARLAR (TFI
BE]  REBEEZRIE
ENRlERIBE
25% K 75% 2 R HE) 313
WERTE  UARE
48,151,0007C (4B #
45,426,0007T) Z R {EWK
B2 Y m 30 % A% 7S fE
= RNFER - BEAMKE
B 2RYIRK AKX
SEZ2EWBAR

HERYIBE25%K K
RE %

RAFE @ BEMARE
FIRBTLHEWRE
AN R #38,596,0007T
(#)7%%36,400,0007T)
ZRE - BEEF 2RI
BEDSNRAESHE
FRINEE - RER - B
BXHETK °
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36. RELATED PARTY AND CONNECTED
TRANSACTIONS

In addition to the transactions and balances disclosed
elsewhere in these financial statements, the Group had
the following material transactions with related parties during
the year:

(a)

(b)

Completion of acquisition of 30% equity
interest in a subsidiary, Total Logistics
(Shenzhen) Co., Ltd. (“Total Logistics”)

On 8 October 2002, a subsidiary of the Group, Xin
Tong Chan Development (Shenzhen) Co., Ltd. (“XTC
Development”) entered into an acquisition agreement
with Shenzhen Tong Chan Industry Co., Ltd (“Shenzhen
Tong Chan"), a company owned as to 756% by SIHC
and 25% by the Group, for the acquisition of 30%
equity interest in Total Logistics at a consideration
of RMB48,151,000 (approximately HK$45,426,000).
During the year, the acquisition was completed and
Total Logistics became a wholly-owned subsidiary of
the Group.

Disposal of 25% equity interest in Shenzhen
Tong Chan

During the year, XTC Development entered into a
disposal agreement with SIHC for the disposal of its
entire 25% equity interest in Shenzhen Tong Chan
at a consideration of RMB38,596,000 (approximately
HK$36,400,000) and the transaction was completed
during the year.
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EtA FAEALTRS & 36. RELATED PARTY AND CONNECTED
TRANSACTIONS - Continued
(c) MEEQRRMEZRE (c) Services provided to an associate
RAFEE - REBE RS During the year the income from the logistic services
AR ERIRMHYIRR rendered by the Group to an associate, CSG, amounted
BZHBRARBE to HK$15,987,000 (2002: HK$7,278,000). The services
15,987,000t (ZEE = provided were charged on a cost plus basis.

F: %%7,278,000
o) BRI TR AR
M EFEFE -

=+t MBERRZEHE 37. APPROVAL OF FINANCIAL STATEMENTS
AU BHRERER_ZEZTWNEFE= The financial statements were approved by the board of
AT ABHEESHEA - directors on 26 March 2004.
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