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China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

GENERAL

The Company is a public limited company incorporated in Hong
Kong with its shares listed on the Stock Exchange of Hong Kong
Limited (the “Hong Kong Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries and associates are set out in notes 17
and 18.

POTENTIAL IMPACT ARISING FROM THE
RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) issued a number of new or revised Hong Kong
Accounting Standards and Hong Kong Financial Reporting Standards
(“HKFRSs”) (herein collectively referred to as “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
financial statements for the year ended 31st December, 2004.

The Group has commenced considering the potential impact of these
new HKFRSs but is not yet in a position to determine whether these
new HKFRSs would have a significant impact on how its results of
operations and financial position are prepared and presented. These
new HKFRSs may result in changes in the future as to how the
results and financial position are prepared and presented.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the valuation of investments in
securities.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong. The principal
accounting policies adopted are as follows:
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st
December each year.

The results of subsidiaries which are acquired or disposed of during
the year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

All significant intra-group transactions and balances have been
eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost
of acquisition over the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary or associate at the
date of acquisition.

Goodwill arising on acquisition prior to 1st January, 2001 continues
to be held in reserves, and will be charged to the income statement
at the time of disposal of the relevant subsidiary or associate or at
such time as the goodwill is determined to be impaired.

Goodwill arising on acquisition after 1st January, 2001 is capitalised
and amortised on a straight-line basis over its useful economic life.
Goodwill arising on the acquisition of an associate is included within
the carrying amount of the associate. Goodwill arising on the
acquisition of subsidiaries is presented separately in the balance
sheet.

On disposal of a subsidiary or associate, the attributable amount of
unamortised goodwill/goodwill previously eliminated against reserve
is included in the determination of the profit or loss on disposal.
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China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

Negative goodwill

Negative goodwill represents the excess of the Group’s interest in
the fair value of the identifiable assets and liabilities of a subsidiary
or an associate at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisition prior to 1st January, 2001
continues to be held in reserves and will be credited to income at
the time of disposal of the relevant subsidiary or associate.

Negative goodwill arising on acquisition after 1st January, 2001 is
presented as deduction from assets and will be released to income
based on an analysis of the circumstances from which the balance
resulted.

To the extent that the negative goodwill is attributable to losses or
expenses anticipated at the date of acquisition, it is released to
income in the period in which those losses or expenses arise. The
remaining negative goodwill is recognised as income on a straight-
line basis over the remaining average useful life of the identifiable
acquired depreciable assets. To the extent that such negative
goodwill exceeds the aggregate fair value of the acquired identifiable
non-monetary assets, it is recognised in income immediately.

Negative goodwill arising on the acquisition of an associate is
deducted from the carrying value of that associate. Negative goodwill
arising on the acquisition of subsidiaries is presented separately in
the balance sheet as a deduction from assets.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance
sheet at cost less any identified impairment loss.

Investments in associates

The consolidated income statement includes the Group’s share of
the post-acquisition results of its associates for the year. In the
consolidated balance sheet, interest in associates is stated at the
Group’s share of the net assets of the associates less any identified
impairment loss.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in associates (continued)

The results of the associates are accounted for by the Company on
the basis of dividends received and receivable during the year.
Investments in associates are included in the Company’s balance
sheet at cost as reduced by any identified impairment loss.

Recognition of revenue

Revenue of the Group for the year is recognised on the following
bases:

Sales of goods is recognised when goods are delivered and title has
passed to the customers.

Dividend income from investments in securities is recognised when
the Group’s rights to receive payment have been established.

Interest income is accrued on a time basis by reference to the
principal outstanding and at the interest rate applicable.

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets to determine whether there is
any indication that those assets have suffered an impairment loss. If
the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as expenses
immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income
immediately.
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NOTES TO THE FINANCIAL STATEMENTS B 5 S R Y &
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. TEGHEEOR ()
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China Strategic Holdings Limited

Property, plant and equipment
Construction in progress

Construction in progress are stated at cost, which includes land cost
and the related construction cost in accordance with the Group’s
accounting policies, less accumulated impairment losses. No
depreciation or amortisation is provided on properties under
construction and construction in progress until the construction is
completed and the properties and assets are ready for use.

Other property, plant and equipment
Property, plant and equipment, other than construction in progress,

is stated at cost less deprecation, amortisation and accumulated
impairment losses.

The gain or loss arising from disposal or retirement of an asset is
determined as the difference between the sale proceeds and the
carrying amount of the asset and is recognised in the income
statement.

Depreciation and amortisation is provided to write off the other items
of the property, plant and equipment over their estimated useful
lives and after taking into account their estimated residual value,
using the straight-line method, at the following rates per annum:

Leasehold land and land Over the term of the lease or
use rights land use rights
Buildings 2% or the term of the lease or

land use rights, if shorter

10% - 25%
10% - 20%
12.5% — 25%

Furniture and fixtures
Machinery and equipment
Motor vehicles

Assets held under finance leases are depreciated over their estimated
useful lives on the same basis as assets owned by the Group.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in securities

Investments in securities are recognised on a trade date basis and
are initially measured at cost.

Investments other than held-to-maturity debt securities are classified
as investment securities and other investments.

Investment securities, which are securities held for an identified
long-term strategic purpose, are measured at subsequent reporting
dates at cost, as reduced by any impairment loss that is other than
temporary.

Other investments are measured at fair value, with unrealised gains
and losses included in net profit or loss for the period.

Leased assets

Leases are classified as finance leases when the terms of the leases
transfer substantially all the risks and rewards of ownership of the
assets concerned to the Group. Assets held under finance leases
are capitalised at their fair value at the date of acquisition. The
corresponding liability to the lessor, net of interest charges, is
included in the balance sheet as a finance lease obligation. Finance
costs, which represent the difference between the total leasing
commitments and the original principal at the inception of the
respective leases, are charged to the income statement over the
period of the relevant lease so as to produce a constant periodic
rate of charge on the remaining balances of the obligations for each
accounting year.

All other leases are classified as operating leases and the rentals
payables are charged to the income statement on a straight-line
basis over the relevant lease term.

Other asset

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

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average cost method.
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For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEEGFHR ()
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China Strategic Holdings Limited

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates
of exchange prevailing on the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are re-
translated at the rates prevailing on the balance sheet date. Gains
and losses arising on exchange are dealt with in net profit or loss for
the year.

On consolidation, the assets and liabilities of the Group’s operations
outside Hong Kong are translated at exchange rates prevailing on
the balance sheet date. Income and expense items are translated at
the average exchange rates for the year. Exchange differences
arising, if any, are classified as equity and transferred to the Group’s
translation reserve. Such translation differences are recognised as
income or as expenses in the period in which the operation is
disposed.

Pension/Retirement benefit scheme

The pension costs/retirement benefit scheme contributions relating
to the defined contribution scheme/mandatory provident fund
scheme charged to the income statement represents contributions
payable to the schemes by the Group at rates specified in the rules
of the schemes. The amount of contributions payable to pension
schemes in jurisdictions other than Hong Kong are charged to the
income statement.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items
that are never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amount of assets and liabilities in
the financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred tax
assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill (or
negative goodwill) or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited in the income statement, except
when it relates to items charged or credited directly to equity, in
which case the deferred tax is also dealt with in equity.
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China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

4. TURNOVER

SEmiHE - IREE

K 35 & B

Sales of goods, net of returns
and sales taxes

The Group carries out its activities primarily in the People’s Republic
of China (“PRC”) including Hong Kong, details of the analysis of the
Group’s turnover and contribution to results from operations by
principal business segment and geographical market are set out in
note 5.

SEGMENT INFORMATION

Business segments

During the year, the Group acquired a 80% interest in Talent Cosmos
Limited for consideration of HK$30 million. Talent Cosmos Limited
and its subsidiaries are engaged in manufacturing and trading of
battery products and related accessories. The segment of
manufacturing and trading of battery products and related
accessories are regarded as a new business segment of the Group

upon the completion of acquisition.

For management purposes, the Group is currently organised into the
following three major divisions-pharmaceutical products, battery
products and investment in securities and advance divisions. These
divisions are the basis on which the Group reports its primary
segment information.

Pharmaceutical products

Manufacturing and trading of
Chinese and western medicine
products

Battery products — Manufacturing and trading of
battery products and related
accessories

Investments in securities Investments in securities holding

and advance and advance of receivables

Others — Corporate and investment holding
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

5. SEGMENT INFORMATION (continued)

Business segments (continued)

An analysis of the Group’s turnover and contribution to operating
results and segment assets and liabilities by business segments is

as follows:

For the year ended
31st December, 2004

TURNOVER
External
Inter-segment

RESULT
Segment result

Unallocated corporate expenses
Interest income
Dividend income

Loss from operations

Finance costs

Loss on disposal/dilution of interests
in subsidiaries

@Gain on disposal/liquidation of
interests in associates

Share of results of associates

Loss before taxation
Taxation

Loss before minority interests
Minority interests

Net loss for the year

Inter-segment sales are charged at terms determined and agreed

5. s &R ()

EH B (#E)

AEBREBDBED ZEFRBERLEE

BEBOWTAT :

Discontinuing
operation Continuing operation
ERLEREXH KEGEER
Investments
Pharmaceutical in securities Battery
products  and advance products Others Sub-total  Elimination  Consolidated
#5RE
L3 BB BRER 2t it H# &a
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$'000
A¥Fr AT EEfr A¥Tn AETn EBfn BETrn
(Note b)
(o)
HE-TEME
TZA=T-RItEE
EXE
#4 96,262 - 21,141 - 21,141 - 123,403
A HE - - - 2,184 2,184 (2,184) =
96,262 - 21,141 2,184 29,325 (2,184) 123,403
x5
DHEE 6,778 (160,712) (2,005) (16,870) (179,587) (2,184) (174,993)
APEAEZH (27,269)
HEMA 54,501
REMA 1,542
mepR (146,129)
BERAK (17,434)
HE/BENBLR
ExBB (5,257) = = = = - (5,257)
HE/FRBENR
B2 hE - - - 81,631 81,631 - 81,631
FiEBERR EE (618) = (147) (36,610) (36,757) = (37,375)
RaBk (124,564)
fig (6,464)
AtV BRRER L BB (131,028)
DURF ER (45,024)
EEBERTE (176,052)

between the group companies.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

5. SEGMENT INFORMATION (continued)

Business segments (continued)

Assets and liabilities
at 31st December, 2004

ASSETS

Segment assets
Interests in associates
Unallocated total assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

QOther information for the
year ended 31st December, 2004

Capital expenditure

- Property, plant and equipment

- Deposit paid for acquisition of
interest in properties

- Goodwill arising on acquisition of
interests in subsidiaries

- Gooduwill arising on acquisition of
interests in associates

- Payment for acquisition of subsidiaries

Depreciation and amortisation

QOther non-cash expenses

Loss on disposal of investments in
securities

Loss on disposal of interests in
subsidiaries

Discontinuing

B R R M aE

operation Continuing operation
ERLREEE BELEER
Investments
Pharmaceutical in securities Battery
products and advance products Others Sub-total Consolidated
BR Bagy  EHEm it I g
BETT EEFT  BETT  BETT  BETT BT
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
(Note a)
(Hizta)
RZEEMEFZA
ZT-HZEEHBE
EE
DHEE - 1095673 79,226 62,187 1,237,086 1,237,086
REE NG B - - - 429,000 429,000 429,000
ROBEEE 236,462
HelEE 1,902,548
A
AHERE - (4,258) (10,738) (34,816) (49,812) (49,812)
ROBLEEE (245,390)
REBAR (295,202)
BHE-ZTMET-A=1—-H
ILEEZEMmER
BAXH
0% BEREE 1,370 = 29,844 251 30,095 31,465
- ENERER
xfzike - - - 47,012 47,012 47,012
-WERBARERES
LEE - - 26,812 - 26,812 26,312
—WEBE R A ERES
LEE - 3,931 - - 3,931 3931
- lERBA RN - - - 40,000 40,000 40,000
FEREH 2,000 - 1,183 1,892 3,075 5,075
Hit 3R & % i - 153438 = 2275 175713 175713
HEEFREESR
- 5,478 - - 5,478 5,478
HENBA A
EwlE#E 5,257 - - - - 5,257



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

5. SEGMENT INFORMATION (continued)

Business segments (continued)

For the year ended
31st December, 2003

TURNOVER
External
Inter-segment

RESULT
Segment result

Unallocated corporate expenses
Interest income
Dividend income

Profit from operation

Finance costs

Gain on disposal/dilution of
interests in subsidiaries

Loss on disposalliquidation of
interests in associates

Share of results of associates

Allowance on receivables
advanced to an associate

Loss before taxation
Taxation

Loss before minority interests
Minority interests

Net loss for the year

Inter-segment sales are charged at terms determined and agreed

5. FEER (4E)
e NE Y
Discontinuing
operation Continuing operation
EALLBERE RRRERR
Investments
Pharmaceutical in securities
Tires products Sub-total  and advance Others Sub-total  Elimination  Consolidated
23R8
Bk R Nt HB3 At it B &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$'000
A¥Fr  A&Tm  Effn B¥Tn BETn E¥fn BETn BETn
(Note b) (Note a)
(Witb) (Frita)
HEZFE-#1_f
St-HILEE
BX%
H4h 2,635,235 249258 2,384,493 - - - - 2884493
bkl - - - - 984 984 (984) =
2,635,235 249,258 2,884,493 - 984 984 (984) 2,834,493
4 |
NH%E 95,847 154 96,001 (17,615) (19,032) (36,647) (984) 58,370
LV HES T (15,507)
HMEHA 48416
REMA 2332
LR 94111
BERA (50,712)
HE/BEMBAR
EEpA e 3711 8,587 12,298 - 46 46 - 12,344
HE/EREENR
&/ BB = = = = (36,481) (36,481) = (36,481)
FlEBEnn 25 14,188 2 14,190 - (189,924) (189,924) = (175,734)
AF-FHERTL
R = = = - (12,712) (12,712) = (12,712)
ik (169,184)
il (10,935)
At DURFRER BB (180,119)
SUREER (9,409)
EEEEEE (189,528)

between the group companies.
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5. SEGMENT INFORMATION (continued) 5. rEE R ()
Business segments (continued) EE A ER (4
Discontinuing
operation Continuing operation
CALBEEE FEREEK
Investments
Pharmaceutical in securities
Tires products Sub-total and advance Others Sub-total  Consolidated
#ERE
Bk R Nt 2337 A it Ga
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AEFrT  BETn  AETL EETr AEFr BETn EETR
(Note b) (Note a)
(fiEb) (Fita)
Assets and liabilities R-EE=F+-f
at 31t December, 2003 ZT-HZEEHEE
ASSETS EE
Segment assets AHEE - 88,39 88,395 953,060 88670 1041730  1130,125
Interests in associates §§ ENE L ER - 15416 15416 - 807,731 807,731 823,147
Unallocated total assets %“&M@ﬁ% 235,972
Consolidated total assets GRBAE 2,189,044
LIABILITIES Ak
Segment liabilities PHaE = (56,505) (56,505) (4,110) (24,516) (28,626) (85,131)
Unallocated corporate liabilities KPBLEEE - - - - - - (320,573)
Consolidated total liabilties GRBEE (405,704)
Other information for the HE-S5-F1_f
year ended 31st December, 2003 ST-ALEFEZEBEH
Capital expenditure BT
- Property, plant and equipment - 0% BER%E 260,872 7978 268,850 - 22 22 268,872
Depreciation and amortisation NEREH 47750 11,454 59,204 = 770 770 59,974
Impairment loss of goodwill BEHEEE - - - - 20,387 20,387 20387
Other non-cash expenses H@ifiﬁﬁiﬂ = 4 4 107,312 5 107,312 107,316
Gain on disposal of investments HERFRANS
in securities - - - 46,368 - 46,368 46,368
Gain (loss) on disposal of property, HENE  BERAE -
plant and equipment LN (BB 16,122 (127) 15,995 = = = 15,995
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5. SEGMENT INFORMATION (continued) 5. FEER (4E)

Business segments (continued) SEW o EB ()

Note: Hi ez -

(a) Following the disposal of Tung Fong Hung Investment Limited and its (a) RZTTENFHALERSFTERRERH
subsidiaries which are engaged in the manufacturing and trading of & 2 Tong Fong Hung Investment Limited
pharmaceutical products in May 2004, the business segment of REMBAFR  ZRRUERHEEXED
manufacturing and trading of pharmaceutical products was regarded as BRBE-_ZTNF+_A=+—HLF
discontinuing operations during the year ended 31st December, 2004. BT A IER IR EER -

(b) Following the disposal of interest in subsidiaries which are engaged in (b) RZZEE=F N AL ENF L BE R H
the business of manufacturing and trading of tire products in September, EXB B RREZRE - WIAEBRE
2003, the tire operation was regarded as discontinuing operation during EEE=F+-A=+—RHLFEHR
the year ended 31st December, 2003. RERIEEZEERT -

The aggregate carrying amounts of the assets and liabilities of the FRIEREEBZEERBEATEREE

discontinuing operations at the date of discontinuance were as wmr

follows:

2004
—2EMEF
Pharmaceutical
products

2R

HK$’000
BB TF T

Total assets BEE 141,747

Total liabilities mBE (103,673)

The condensed cash flow information of the BE_ZZTWOMFE+=-_A=+—H

discontinuing operations during the year IEFEERIELEFER 2B

ended 31st December, 2004 were as follows: BemadrmTh :
HK$’000
B F T

Operating cash inflow LEREMA 13,601

Cash outflow in respect of investing activities KEEZESZRER (1,209)

Cash outflow in respect of financing activities MEEHZIRE M (21,545)

Net operating cash outflow IR B DR R 9,158
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

5. SEGMENT INFORMATION (continued) 5. 4

Business segments (continued)

Geographical segments

B} F5 ¥ 2R Y 5

(%)

The following provides an analysis of the Group’s turnover by AEFEZMWETSE S 2 EXZBTAT
geographic market, irrespective of the origin of the goods/services: (B ERER IR ZREH)
Turnover
R
2004 2003
—EENMEF ZET=F
HK$’000 HK$'000
BT T BT T
PRC, other than Hong Kong FE(TREED) 27,141 2.683,004
Hong Kong a5 96,262 172,080
Overseas RN = 29,409
123,403 2 884,493

The following is an analysis of the carrying amount of segment assets
and capital additions analysed by the geographical area in which the
assets are located:

AEEDHMEELRABRENRTERE
EMERofmT

Carrying amount
of segment assets

THEEZIREME

At 31st December,

Capital additions
EXRTE
For the year ended
31st December,

R+t=-—A=+—8H BEZ+t=-A=1+—HILEE

2004 2003 2004 2003

—EENE —EE=F —EENE —EE=F

HK$'000 HK$’000 HK$’000 HK$’000

BET T BT T BT T BB F T

PRC s 29,012 752,431 147,599 260,872
Hong Kong BB 1,707,734 1,263,279 1,621 8,000
Overseas NSEIN 165,802 173,534 = =
1,902,548 2,189,244 149,220 268,872
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Interest income from loan
receivables

Interest income from banks

Interest income from unlisted
convertible bonds

Net exchange gain

Gain on disposal of investments
in securities

Dividend income from listed
investments

Gain on disposal of property,
plant and equipment

Others

(a) OTHER EXPENSES

Allowances for bad and
doubtful debts

Unrealised holding loss on
investments in securities

Loss on disposal of investment
in securities

Allowances for amounts due
from associates

Impairment loss on goodwill on
acquisition of subsidiaries

Allowances for inventories

Staff redundancy cost

Others

Br H5 #R AR B e

For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

6. OTHER OPERATING INCOME

U & 2 A BIRA

RITHFBHA
FE BT A BB 5 ) B A

E 5 ek %8R
hE B S IRE

EHEREZRBEWEA

HEWE - BFE M&E2 Kt

H At

RIZAR BB

REEFREZARBERBE

HEEFREZER

& W Bt & 1 R SRR B

WEREAR 2HERERBE

6. Hof & Uk A

7.

(a) HAth 52 H

2004 2003

—eEMmE | —TT=4F

HK$’000 HK$'000

BEFT | BETE

47,119 39,628

3,478 4,091

3,994 4,697

3,151 23,108

= 46,368

1,542 2,832

17 15,995

880 9,012

60,181 145,731

2004 2003
—gRmE | —TT=

HK$’000 HK$'000

BEFT | BT

17,286 10,728

12,549 37,604

5,478 =

4,989 2,458

= 20,387

- 4

= 1,938

1717 1,467

40,479 74,586
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

7. (b)) ALLOWANCES FOR LOANS AND INTEREST

RECEIVABLE

The amount represents allowance made on loans and interest

receivable with reference to the (i) market value of the collateral

secured to the Group and (ii) difference between the repayment

amount received by the Group and the overdue amount of loans

receivable and interest receivables subsequent to balance sheet

date.

8. (LOSS) PROFIT FROM OPERATIONS

(Loss) profit from operations
has been arrived at after
charging:

Staff costs
— directors remuneration
(note 9(a))

— other staff costs (note 9(b))

— retirement benefits scheme
contributions, excluding
directors

— redundancy payment

Total staff costs

Auditors’ remuneration
Current year
Under(over)provision in

prior years

Depreciation and amortisation
of property, plant and
equipment

Amortisation of goodwill included
in administrative expenses

R (BE) BENMEER THSE :

8 TR A
— BE=M® (AiE9a)

— HM B TR (B aE9(b)

— RKAE A &I R
(TERES)

% AT B &
REF
BEFEREIR (B8R

ME  BEMRBIITEREE

AFEAITH X B 2 B2

B R R M aE

7. (b) 5K S i A B4 A

Z 2 FBRIE S E R R B B 1F H 2 B
B WE2EOMREHTAEE KM

mZ MERREE

SREZAN LT

R 2 38 5K B B 5 e W B R e R MR A B

RZER -

8. % (JB1R) it A

2004 2003
—REME | -TT=F
HK$'000 HK$'000
BEFT | EETE
3,413 3,217
22,418 150,543
851 27,196

= 1,938

26,682 182,894
5,181 5,427
392 (381)
3,915 58,346
1,160 1,628
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For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

DIRECTORS” AND EMPLOYEE REMUNERATION

(a) DIRECTORS’ REMUNERATION

Fees
— Executive directors
— Non-executive directors
— Independent
non-executive directors

Other emoluments
— Executive directors

Salaries and other benefits

Retirement benefits

scheme contributions

e
—HBITESR
—FHMITES
—BUIFRTES

H Al B &

—HITES
Fr B K E A 4 A
BARAE T I 5K

The number of directors (including independent non-executive

directors) whose remuneration falls within the bands set out

below is as follows:

HK$
ok

Nil to 1,000,000
1,000,001 to 1,500,000
1,500,001 to 2,000,000

Z 21,000,000
1,000,001 £ 1,500,000
1,500,001 % 2,000,000

During the year, no emoluments were paid by the Group to any

director as an inducement to join or upon joining the Group or

as compensation for loss of office.

9. ®H ME B M4

(a) = FH M5
2004 2003
—EENF — =T =&
HK$’000 HK$'000
B F T BT T
317 228
317 228
3,071 2,965
25 24
3,096 2,989
3,413 3,217

BRTIXFEMEEEANZESE (8
B IEAITES) ABRDT ¢

2004 2003
—EEMNF —EFET=F
Number Number

of directors of directors
EEAHY FEAH
8 9

1 1

1 1

10 11

AEER  AEBYEAETAEEX
B 2 1 % B 0 AR S B 3 i AR
SERZERBIERBERMEE -
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For the year ended 31 December 2004 #HZ - =

e T — Eiif

B R R M aE

9. DIRECTORS’ AND EMPLOYEE REMUNERATION 9. EHE KIEEM 4 (48

(continued)

(b) EMPLOYEES’ REMUNERATION

(b)

The five highest paid individuals in the Group included two

(2003: two) directors of the Company, details of whose salaries

and other benefits are set out above.

The aggregate

remuneration of the remaining highest paid individuals, who are

employees of the Group, is as follows:

Salaries and other benefits
Retirement benefit scheme

HK$
ok

Nil to 1,000,000

10. FINANCE COSTS

U
(@)

Interest on borrowings wholly
repayable within five years:
Bank borrowings
Other borrowings and payables
Obligations under
finance leases

China Strategic Holdings Limited

e R E AR R
RARE A A E

Z £ 1,000,000

& B B &

)

AEEREREFHALEELARA

ME(ZTE=F:

MB)EE

%

ZHE REMREF BN L - &
TEEFMALIRAEEZES @ &

10. @l & Rl AR

AN

il

cm >
7
i
mE
Al
N

w2

*&ﬁﬁmﬁ
H 4B R

2 om £
W& O oF ¢
%ﬁﬁﬁ

il

E2HMAEMT -
2004 2003
—EENF —EE=F
HK$’000 HK$'000
BT T BT T
1,482 1,515
36 36
1,518 1,551
2004 2003
—EENEF —TE=F
Number Number
of employees of employees
EEA™ EE A
3 3
2004 2003
—BENE | —TT=F
HK$’000 HK$'000
EBETFT BT T
943 34,455
16,488 16,246
3 11
17,434 50,712
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For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

11. TAXATION

BEH (Ee) 81

The charge (credit) comprises:

Taxation in other jurisdictions H R AR 2 B8

— Current year — RNEE
— Underprovision in prior years — @BEFEEZ#EETR

Hong Kong Profits Tax BB S

Deferred tax credit (note 21) BEERBE R (M :F21)

Taxation attributable to the KRR REWBRA A
Company and its subsidiaries FEA5 B 18

Hong Kong Profits Tax is calculated at 17.5% (2003: 17.5%) of the
estimated assessable profit for the year. No provision for Hong Kong
Profits Tax was made in the financial statements for the year ended
31st December, 2003 as the subsidiaries operated in Hong Kong
has no assessable profit for that year.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions. Pursuant to the relevant laws
and regulations in the PRC, certain PRC subsidiaries of the Group
are exempted from PRC income tax for two years starting from their
first profit-making year, followed by a 50% reduction for the next
three years (“Tax Reduction”). Since these PRC subsidiaries were
disposed of during the year ended 31st December, 2003, no PRC
subsidiaries of the Group were exempted from Tax Reduction.

11. 5478

2004 2003
—gEME | TS

HK$’000 HK$'000
BEFT | EETT
1,340 11,467

= 238

5,124 =
6,464 11,705
= (770)

6,464 10,935

BEEFERIDRFRNGTERB AR Z
175%(ZFF=4F : 17.5%) st & - AR
AAREEMBAREEE-_ST=F1+
A=+t RALEFERTEERRTEF -
MW BEZFEZHBRRIELBEFNE
TR -

Hit AR R 2 HIBRTIRE R RLA#ERE Z
BEAREAE - REABEGTBEER LA
BETARETBENE AR S S BEER
FEEERCTEMSHME - HER=%F
AIEB R+ ([RARR]) - ARILLEFEF
B BAREREBZE_TT=F+_-A=
T—BLEFERALE  FAYEAKEF
BffBARZEBRERR
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11. TAXATION (continued) 1.8 I8 (45)

REFRIAS th A BAR A e R RS2

The tax charge for the year can be reconciled to the loss before

U
oo

China Strategic Holdings Limited

taxation as per the consolidated income statement as follows:

RATEEREAT :

2004 2003
—EENE ZET=F
HK$’000 HK$’000
EBEFT B F T
Loss before taxation T Al 18 (124,564) (169,184)
Tax at the average income BEHFRRERETE
tax rate (Note a) Z TR (Htata) (23,455) (51,297)
Tax effect of share of results DIEBMERREREIMBTE
of associates 6,540 30,753
Tax effect of income not taxable & & & 3% %1 %% A E%T\—J
in determining taxable profit PRI A 2 B 2 & (34,334) (28,399)
Tax effect of expenses not 58 S AT $0
deductible for tax purpose A 2% 25,679 44,503
Tax effect of deductible temporary KR ] FI R EhFE =R 2
differences not recognised R 2 23,849 11,769
Underprovision in respect of EEBETE
prior year - 238
Tax effect of tax losses not RERNBERE L MBEE
recognised 6,280 2,209
Utilisation of tax losses AL AR ERTEEE
previously not recognised = (3,084)
Effect of tax exemption granted % ¥ & B i B 2 7]
to PRC subsidiaries BIG R % 2 % & (485) (13,104)
Effect of different tax rates of EREAERERRE S
subsidiaries operating in Al N R/NC B
other jurisdictions BRE2EE 2,139 16,570
Others EA 251 777
Tax expense for the year REE RN H 6,464 10,935
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12.

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

TAXATION (continued)

Notes:

(a) The average income tax rate for both years represents the weighted
average income tax rate of the operations in different jurisdictions on
the basis of the relative amounts of net profits before taxation and the
related statutory rates.

(b) As at 31st December, 2004, the Group had unused tax loss of
approximately HK$29,682,000 (2003: HK$231,337,000) available to
offset against future profits. No deferred tax asset has been recognised
in respect of the unused tax losses due to the unpredictability of future
profits streams.

(c) As at 31st December, 2004, the Group had deductible temporary
differences in respect of allowances on doubtful debts of approximately
HK$308,765,000 (2003: HK$172,483,000). No deferred tax asset has
been recognised in relation to such deductible temporary differences as
it is not probable that taxable profit will be available against which the
deductible temporary differences can be utilised.

LOSS PER SHARE

The calculation of the basic loss per share is based on the net loss
for the year of approximately HK$176,052,000 (2003:
HK$189,528,000) and on the weighted average of 877,471,799
(2003: 829,734,016) ordinary shares in issue during the year.

No disclosure of the diluted loss per share has been shown for the
year ended 31st December, 2004 and 2003 as the exercise of the
share options and warrants would result in a decrease in loss per
share.

.

12.

Br H5 #R AR B e

BE-_TTOF A EIEEE
BIH (#)
i -

(a) MEFEATFHMAEHETRDEER
BEZMEFOMBHRE  SAEEESH
RIAER M ABRRER R 2 B ARE -

(b)y R=ZZTEMF+=-_A=+—8 " A&EHAF
KA B 75 B 18 4929,682,000/8 7T (— B E
=4F : 231,337,000/ 7T.) 7] FA LA 3K 88 7 2R
i ) o EERA SR AR i FI RO 2 R BABAME - W
AERAERARBEEBERELTCHEE
E o

(c) R=ZZTEMFE+=_A=1+—8 XEEH
R AR A 49308,765,0008 T (BT =
4 1 172,483,000/ JT) 2 B] F0 B b 1 =
2 o AR AREETETER T A FERBE A
AR SRS ERE AW &R ZA
MAEREE=ERRBELCHBEE -

% s 18

BREAEBDBEFEZERFELY
176,052,000 ot (Z T & = &
189,528,000/ 7T) R F AE BT EBKR 2
T 8877,471, 799 (— BT =4 :
829,734,016) 5t & o

ARTEBRERZRESSERHEC
TENMER -—_EE=F+-_H=+—HIt
FEGREERBD - Bt ERE LR E
FEZBRESEIE -
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13. PROPERTY, PLANT AND EQUIPMENT 13. 9% -~ &E Kk

N
o

China Strategic Holdings Limited

Furniture ~ Machinery Construction
Land and and and Motor in
buildings fixtures  equipment vehicles  progress Total
TR B R KER
BF £E B ] RE KEEIRE @
HK$'000  HK$'000  HK$'000 HK$000 HK$000  HK$000
BEFT BEFT BEFT EEFT BETT EEFrR
THE GROUP rEE
COST R E
At 1st January, 2004 R-ZETNFE—H—H 67,944 33,096 158,767 3,605 760 264,172
Currency realignment BEER = 8 - - = 8
Reclassification BEHAH - 205 = - (205) -
Arising from acquisition of W BN 1 Rl E &
subsidiaries - 614 9,800 551 16,500 27 465
Additions NE - 1,011 2,206 596 187 4,000
Disposals HE = (1,263) (26) - - (1,289)
Disposal of subsidiaries HERE R (45900 (31,389)  (1526)  (3,191) (742)  (41,438)
At 31st December, 2004 RZZEZTWFE+=A=+—H 63,354 2,282 169,221 1,561 16,500 252,918
DEPRECIATION, E BHERAEER
AMORTISATION AND
IMPAIRMENT LOSS
At 1st January, 2004 RZZTEMNE—-A—H 57,611 3,615 157,533 2,257 - 221,016
Provided for the year FNEE 195 2,257 1,100 363 - 393
Eliminated on disposals & 1R bR - (732) (5) - - (737)
Eliminated on disposal of HERBR R &M%
subsidiaries (402) (4,061) (483) (1,568) - (6,514)
At 31st December, 2004 RZZEMNE+_A=1+—H 57,404 1,079 158,145 1,052 - 217,680
NET BOOK VALUES BRE R E
At 31st December, 2004 RZZENFE+_A=1+—H 5,950 1,203 11,076 509 16,500 35,238
At 31st December, 2003 RZZE=F+-_A=1+—H 10,333 29,481 1,234 1,348 760 43,156
THE COMPANY KA T
COST KB
At 1st January, 2004 and RZEZEWNF—-—F—B R
31st December, 2004 “EENF+-_A=+—-H 6,824 1,488 1,338 541 = 10,191
DEPRECIATION nE
At 1st January, 2004 R-ZZTEMNE—F—H 703 888 1,181 337 - 3,109
Provided for the year FREE 171 285 109 135 = 700
At 31st December, 2004 RZZEZWE+=-A=1T—H 874 1,173 1,290 472 = 3,809
NET BOOK VALUES BRE R E
At 31st December, 2004 RZZEZWE+=-A=1T—H 5,950 315 48 69 = 6,382
At 31st December, 2003 R-_ZEE=F+_A=1+—H 6,121 600 157 204 = 7,082
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14.

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

PROPERTY, PLANT AND EQUIPMENT (continued)

At the balance sheet dates, the land and buildings of the Group and
the Company are held under medium-term land use rights in the
PRC.

The carrying value of construction in progress as at 31st December,
2004 represented the amount paid to acquire a land use right with
medium lease term relating to the land located in Zhuhai, the PRC
for a consideration of HK$16,500,000 for the construction of a
factory. The land use right has not yet been obtained by the Group
as at 31st December, 2004. The directors are of the opinion that the
land use right will be obtained in due course.

The net book value of motor vehicles and furniture and fixtures as at
31st December, 2004 included an amount of approximately
HK$3,000 (2003: HK$173,000) in respect of assets held under
finance leases.

DEPOSIT PAID FOR ACQUISITION OF INTEREST IN
PROPERTIES

During the year, the Group entered into a conditional agreement
with a third party (“Vendor”) to acquire the properties interest in a
parcel of land situated in Shanghai, the PRC (the “Land”) and the
24-storey building being erected upon the land together with 2 levels
of underground carparks (the “Building”) (collectively referred to as
to the “Properties”) for a consideration of RMB450,000,000
(approximately HK$424,528,000). A deposit of RMB50,000,000
(HK$47,012,000) was paid upon the entering into the conditional
agreement.

According to the conditional agreement, prior to the completion of
acquisition, the Vendor should (i) obtain the certificate in respect of
the land use rights of the Land and the ownership of the Building;
(i) obtain an approval from E/& & 812 B € that the use of the
Properties be changed from office to both commercial and residential
and that all relevant fee and charges arising from the sale of the
Land payable to the relevant authorities including )8 ™ Bl + &
having been settled in full; (iii) agree with the Group on the
specification of installation, fixtures and furniture and other internal
decoration of the Properties; (iv) procure all the contractors engaged
in the development/construction of the Properties to enter into
agreements with the Group to bind these contractors with obligations
to the Group to rectify all defects of the Properties which may arise
after the completion of the development/construction; and (v) procure
the granting of a loan (“Loan”) to be granted by PRC banks to the
Group to finance the remaining consideration.

.

14.
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BE_Z2TNE+-_HA=+ BLEE

Y2k s Jewch ()
REHA  FEEARADAZLRET
R B S e A

R-ZEENF+=—_A=+—H E£EIRE
2 BRTE B35 5t LA 16,500,000/ 7T 2 R &
RPPROKBANREKGZ Tihr +
WEFERAEEETIRAI N Z2RE - RZF
TNE+=ZA=+—08 AEB{NARIRE
T ERE - EERA T ERAEST
RiEE R IRERE -

MEEGMERER _TTNF+ A=
T-BEZEREFEERERNRERERD

2 AENI000ET (ZEE=F :
173,000/ 7T) Z s I8 °
ol Wi ) S R ST A 2 1

FR AEEEE=7([EFFIZ—A
B iRt - ARE —RURPE LS
2 (T1ig]) R—EBEZREHMEES
AE2RT  ERMEMEFEEL ([12
Fl) (BB ZEVE] 2WEED - E
# A R 450,000,000 7T (#7424,528,000
BT c RAIL ARG HBEREIMNAR
# 50,000,0007T (47,012,000% 7T ) 2 1%
*Eifﬁﬂ?ﬁﬁﬁiﬁi C RUBE SRR - B
HAVBRBG LMz tERERET 2H

EREZR (NS LLEmtEE82 2t
X EREIAZEMEZRAEARAZTN

REERSE  R—UREELHAELM
ENEARE(RERLETRLR) ZEH

ERCREAN  (VEAKEZEEXE
MEZLZE REMEMZHRRREMA

MEEEE: (WREMBREHER
TRPXEZAZAENEER 5
HREAZHAEERAEEGAMZETY
ERTREBER/IREAREERZ —
PIREE - RWEREBARTRAASER S
ERER]D  AXABHRT2HRE -
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NOTES TO THE FINANCIAL STATEMENTS

14.

15.

DEPOSIT PAID FOR ACQUISITION OF INTEREST IN
PROPERTIES (continued)

Provided that if the conditions are not fulfilled on or before 1st June,
2005, the Group shall agree to a further extension of not less than
60 days without imposing any fine on the Vendor. If the conditions
are not fulfilled within the extended period, the Group shall be
entitled to terminate the agreement and the Vendor shall refund the
deposit to the Group together with interests accrued during the period
from the date of the agreement to the date the deposit is refunded
and calculated on the relevant prevailing market interest rate.

It is one of the conditions for completion of the acquisition that the
Vendor should obtain approval for the change of use of the Properties
from office to both commercial and residential. Should the Vendor
fail to obtain such approval within 150 days from the date of the
agreement, the Group is entitled to either (i) to proceed with the
agreement in accordance with the existing terms and conditions; or
(ii) to acquire the 1st to 7th floors and the 23rd floor of the Properties
together with the two levels underground carparks for a consideration
of RMB70,000,000 approximately (HK$65,817,000).

The remaining consideration will be settled upon the grant of the
Loan and the transfer of the ownership of the Land and Buildings to
the Group.

Although the conditions stated above for the change of the use of
the Properties has not yet fulfilled within the said period and as at
the date of this report, the directors has decided to proceed with the
agreement in accordance with the existing terms and conditions.

PAYMENT FOR ACQUISITION OF SUBSIDIARIES

During the year, the Group entered into conditional agreements with
third parties (“Vendor Parties”) to acquire the entire interest in & N
B EXERAF (“EMEE”) and 88% interest in R )T /&8
Z 5 BB AR (“R=ML/E") for consideration of approximately
RMB27,300,000 (approximately HK$25,756,000) and
RMB25,700,000 (approximately HK$24,244,000) respectively. & N
125 and B3/ 8 are companies incorporated in the PRC and
engaged in the business of sand mining. As one of the conditions
according to the conditional agreements, the Vendor Parties should
procure the Group to obtain all necessary approval from relevant
government authorities for the proper transfer of ownership in & M
#F5 and B2 T 8. Deposits of RMB21,200,000 (approximately
HK$20,000,000) and RMB21,200,000 (approximately
HK$20,000,000) were paid upon entering into the conditional
agreements. If the conditions are not fulfilled, the Group shall be
entitled to terminate the agreements and the Vendor Parties shall
refund the deposit to the Group. As at the date of this report, the
conditions has not yet been fulfilled and the transaction has not yet
been completed.

B} F5 ¥ 2R Y 5

For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

14.

15.

o W ) 6 al Se N 2 R

(#4)

fisd Bt R RBER =TT HFNRA— B
ZHERK - ARBARERT AP RAN+
BB B Hm A SRE T NRER - &
Eat iR IEE SRR ARZENX - AEE
BREIE S MESARARERER
T BERATUBHERREERERSE
RItBEZEEHNE - SRR ZE

MTIE B REHE -

STRREERZEF R SE TR
GRZEVEIAEHRAEERREE
R 23 - WME T REER AT L A 5
®1IS0A AMBF AR - NEBE AR
BRIAA 2GR R AR BIT R S ()IA
K& A R % 70,000,0007T (4965,817,000
BL)WBZENEZFIZFTE - F£23
AR MEN T FES -

RTZREBREFRRER L EETZ
REREBEEAKEER -

BELRERZENEZAR ZEEDR
RERFR R R AN RE A HEX - BEESE
RERBRA 2GR RIGHEBITIHE -

iz 4 Y )8 2% ] A5k K

FR - ANEBEF=H ([BEAH])TYZHE
Bt HE NREBENBEEEFERA
B (BB ) 2 2 8tz R R HILE
B2ERAR([REMIE]) 288%H#
wmw ISP RZREDANAEARE
27,300,0007T (#25,756,000i 7T) & A &
#25 700,0007T (4724,244,00058 7T) ° &
MRS K& R 2T L8 AR o B s AR 32
ZRE  EERBEDER - BREEKMG
W EF—BERGABEFEREASE
MEBRRNERRE—IMBEZH#
REAEREFEEEMNREEREMIE 2
Fr A # - AE# AR 21,200,0007T (4
20,000,000/ 7t.) & A & # 21,200,0007T
(#920,000,000% 7T) 2 & E R B G4
RS o IAKRREERK B B GM - Al
AEBBERIEZE RS ME S INER
AEERERS  -BHEARSHE B
BHEDREK  MBEBRXZINAKRZK °



NOTES TO THE FINANCIAL STATEMENTS

16. GOODWILL

COST

At 1st January

Arising from acquisition of
subsidiaries

Eliminated on disposal of
subsidiaries

At 31st December

AMORTISATION AND
IMPAIRMENT

At 1st January

Provided for the year

Impairment loss recognised

Eliminated on disposal of
subsidiaries

At 31st December

NET BOOK VALUES
At 31st December

Br H5 #R AR B e

For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

A&

=5 =8

U B BT B8~ B) BT EE &
el NN iR
R+=-—A=+—H
BERRE
n—A—H
FREAE

B RREE B
& Y B 2 B B 8
R+—_A=+—8H
BREFE
R+=—A=+—8H

Goodwill is amortised on a straight-line basis and the amortisation

period for goodwill is 20 years.

16. 7 &

5]

THE GROUP

KEH

2004 2003
—EENME —EE=

HK$’000 HK$000
BT T BT T
33,469 33,082
26,812 387
(33,469) =
26,812 33,469
24,144 2,129
1,160 1,628
- 20,387
(24,299) =
1,005 24,144
25,807 9,325

BREREREE MBECH#EHR

— e

63

i
S

#
e



(@)
o

China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS Bif&sRFTMisE
For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

17. INVESTMENTS IN SUBSIDIARIES/RECEIVABLES
DUE FROM SUBSIDIARIES/PAYABLES DUE TO

17,74 B &8 2w 2 % & e B
JB s Al RCE A I R A D K

SUBSIDIARIES TH
2004 2003
—REmF | —TT=F
HK$’000 HK$'000
BT T BT T
Investments in subsidiaries RHE R AZRE
Shares listed overseas, at cost BN FT IR - K ANE 139,703 139,703
Unlisted shares, at cost MG - K AE 85,037 85,037
224,740 224,740
Market value of listed shares Wi zmE 37,344 69,885
Receivables due from subsidiaries J& 4 K1 /E 2~ 7], #1&
Amounts due from subsidiaries [t B A &) 2 K & 3,779,832 3,801,035
Less: Allowances o B (2,023,959) (1,943,059)
1,755,873 1,857,976
Payables due to subsidiaries FETH B A 7]z 50 E
Amounts due to subsidiaries B R M B A F Z KA 840,225 743,971

The receivables due from and payables due to subsidiaries are
unsecured, non-interest bearing and have no fixed terms of B NERTENRY - %
repayment. The amounts are not repayable within one year and are

therefore shown as non-current.

JE M K AT Y B A ) 2 SRR BRI
EFERBAN —
FREE  BIERRBIER -
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For the year ended 31 December 2004 HZE—-ZTZ @¢+ A3+ — B IE&FE

17. INVESTMENTS IN SUBSIDIARIES/RECEIVABLES 17./# MJ BAFZHEE B Lliz B
DUE FROM SUBSIDIARIES/PAYABLES DUE TO J& /3T R IE AT I B 2 H Bk
SUBSIDIARIES (continued) JA (#44)

Particulars of the principal subsidiaries at 31st December, 2004 are RZEZENF+_A=+—H ' SEZK

as follows: BRAARZFHRBMT :

Name of subsidiary

Place of
incorporation/
registration
and operation

Issued and fully
paid ordinary
share capital/

registered capital

Proportion of
nominal value of
issued share capital/
registered capital
held by the Company

Principal activities

B3/ & iR BRTRAERZ ARARRBEEERT
RRBREXY ZBERRA R/ EMHEX
(i) PNCIE=E 2B HMEAR AEZEH FEXK
Directly Indirectly
BE#E i3
% %
MRI Holdings Limited (“MRI") Australia (note a) A$31,184,116 - 57.26 Investment holding
(note c) BN (Hita) 31,184,116 ¢ REER
(Kt ic)
China Pharmaceutical Hong Kong HK$2 - 57.26 Investment holding
Industrial Limited (note c) & 28T REZK
FERETEEE
BRAR (Matc)
China Enterprises Limited Bermuda (note b) Supervoting 33.27 24.84 Investment holding
(“China Enterprises”) BHE (ffztb) Common Stock (note b) (note b) |EER
(note c) US$30,000 (Katb) (ff&tb)
(Kt7tc) Common Stock
US$60,173
MERZEE
Tk
30,0003 &
Rl
60,173% 7T 65
Zhuhai Zhongce Property British Virgin Islands US$1 - 100 Holding of land
Investment Limited (note e) 1%t development project Iy
(note c) RERZHS held for resale &
KEPREXEREERAA (Hiite) BAELERIER B
(ff&Fc) NEEE T
Talent Cosmos Limited (note c) British Virgin Islands US$13,000 - 80 Investment holding s
FTFRBRAR (Hiac) EEEHES 13,000% ¢ RE R i’
Super Energy Group Hong Kong HK$13,000,000 - 80 Investment holding and &
Limited (note c) BB 13,000,000 7T trading of battery

BEEBERLA (Bitc)

products
REERNHEEHER
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 & =

17. INVESTMENTS IN SUBSIDIARIES/RECEIVABLES
IEEREREIVESSIES] D] ARTES/PAYARIES*DUE TO

SUBSIDIARIES (continued)

Place of

incorporation/

registration

Name of subsidiary and operation registered capital
EMA L ERTRAEZ
PES-ES EERRA

MEAR AR 2R

Super Energy Battery Hong Kong HK$2,500,000
Industries Limited (note ¢) B 2,500,000 7t

HEBNEZARAA
(Kic)

ALTHBEEENERAA PRC RMB9,183,763
(“BIITEE") (note c) H AR #9,183,76375
(/WEC)

Notes:

a. MRI operates both in Australia and Hong Kong and its shares are listed
on the Australian Stock Exchange. MRI and its subsidiaries are mainly

/\/\
— =

Issued and fully

engaged in the investment holding activities.

b. China Enterprises operates in both Hong Kong and PRC and its shares
are traded on the Over the Counter Bulletin Board of the United States
of America. The Group holds a 55.2% effective equity interest and a
88.8% effective voting interest in China Enterprises.

c. These companies are limited liability company incorporated in the
respective jurisdiction.

d. AWM E is a 95% subsidiary of Super Energy Battery Industries
Limited and the Group hold effective 76% interest in& LT = .

e. Zhuhai Zhongce Property Investment Limited operates in PRC.

None of the subsidiaries had any debt securities subsisting at the
end of the year or at any time during the year.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year
or formed a substantial portion of the assets and liabilities of the
Group. To give details of other subsidiaries would, in the opinion of
the directors, result in particulars of excessive length.

B} F5 ¥ 2R Y 5

BT — +— HILFE

Proportion of
nominal value of

issued share capital/

registered capital

held by the Company Principal activities
ARARRBECRT

BRA/EMEX
HEZLA EEXE

Directly Indirectly

E# &
% %

- 80 Investment holding and
trading of battery
products

REZRRRHEESHER

- 76 Manufacturing of battery
(note d)  products
(Hitd) REBHER

Wit -
a. MRIESEMNREBMIEE LS - LRH

NRMEZX SR LT o MRIREKME A
RAIERRFREZRER -

b. China Enterprisesi® & i J AR Bl 48 & 75
Eﬂ%ﬁﬁ’\%liﬁﬁl\i%%fﬁﬁ%%ﬁ o A&
& A H 55, Z%Z,JWHXZK* = N 88.8%
Z EWYTXK

c. WhRSBEzaEEEFMKLIZERE
R =l

d. L*HJﬁtii‘%Eiea;ﬁzE%ﬁﬁﬁﬂﬂ%ﬁ
BrERZHBAT  MAEEANESE
I THBE76% BB -

e. REFREXEREARAANPEL S
E

EMBRRRFRRFERNEMEHESEE
ADARERZEBES

FRFFINEERATEREAEE S ¥
BEREREMEERABZ EABNHZA
EEFBAT - EERAEIEBHEL
ArERBLEEBHTE -



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 &

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE

18. 75 Wk &

Br H5 #R AR B e

§:§é@¢+ A3

T—HIEEE

oy Al 2 W

FROM ASSOCIATES/PAYABLES DUE TO 2 FVRIE RS W s W] KA
ASSOCIATES
THE GROUP THE COMPANY
rEE RAF
2004 2003 2004 2003
—ZEENF —EE-F —ETNE —TE=F
HK$’000 HK$'000 HK$’000 HK$'000
BT T BT T BETFTT BT T
Interests in associates NN o
Share of net assets iR EEFE 337,212 531,015 = =
Goodwill (note i) 2 (fr i)
At 1st January n—RA—H 91,785 91,785 - -
Accumulated amortisation as R —A—HZ &5
at 1st January % gy (10,326) (1,148) - -
Arising from acquisition of W HEHE & N AIFTE &
associates 3,931 - - -
Less: amortisation provided W RBEFE
for the year B 5 2 5 (3,059) (9,178) - -
Realised upon disposal/ HE/EERE N
dilution of interests sl 5E)
in associates (80,325) = - =
At 31st December R+-—A=+—8H 2,006 81,459 = =
Negative goodwill (note i) ENEE D)
At 1st January R—H—H (123,379) (123,379) - -
Accumulated negative goodwill A — A — B# @ 2
released at 1st January 2tEamE 12,338 = = =
Release of negative goodwill ~ FREE 7 8 &
during the year 10,598 12,338 - -
Release upon disposal/dilution 1 & /8 & B & 1 7]
of interests in associates T 2 B o 53,385 = - =
At 31st December KR+=—A=+—AH (47,058) (111,041) - " 67
Unlisted shares, at cost FEEMRRG - &K
AE - - 2 2
«
Unlisted convertible notes due & Y B & A 8] 3F = o
from an associate (note ii) AR EE (B Fi) 55,000 84,800 = - T
Loans receivables due from  EUEEE QR E X
associates (note i) e s = (B = i) 81,840 260,312 = - W
Less: Allowance A - (23,398) - - W
H+
136,840 321,714 - -
429,000 823,147 2 2
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For the year ended 31 December 2004 #HZE_ZZEWNF+_A=+— Eifff

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE
FROM ASSOCIATES/PAYABLES DUE TO
ASSOCIATES (continued)

Notes:

(i)  Goodwill is amortised on a straight-line basis and the amortisation period
for goodwill is 10 years. Negative goodwill is released to income over 10
years.

(ii) The carrying value of the unlisted convertible notes at 31st December,
2003 represented investments in convertible note issued by Wing On
(“Wing On Note”). The Wing On Note bore interest at 2% per annum
and was due for redemption on 19th April, 2004 at HK$84,800,000
with accrued interest. It also entitled the holders at any time after the
date of the issuance of the Wing On Note and up to 19th April, 2004 to
convert the Wing On Note into shares of Wing On at an initial conversion
price of HK$0.032 per share (subject to adjustment).

In January 2004, the Group entered into a new convertible note
agreement with Wing On pursuant to which Wing On issued the
convertible notes with principal amount of HK$155,000,000 (“New Wing
On Note”) to the Group, of which HK$84,800,000 was used to settle
Wing On Note and HK$70,200,000 were used to settle the receivables
due from Wing On. The New Wing On Note is interest bearing at 2% per
annum and is due for redemption on 14th June, 2007 at
HK$155,000,000 with accrued interest. The New Wing On Note entitled
the holders at any time after the date of the issuance of the New Wing
On Note and up to 14th June, 2007 to convert the New Wing On Note
into shares of Wing On at an initial conversion price of HK$0.020 per
share (subject to adjustment).

In October and November, 2004, the Group converted HK$100,000,000
convertible notes of Wing On into ordinary shares of HK$0.01 each in
Wing On at conversion price of HK$0.020 per share. Certain convertible
notes holders also converted their convertible notes of Wing On into
ordinary shares of HK$0.01 each in Wing On at conversion price of
HK$0.020 per share. The interest in Wing On held by the Group was
accordingly increased from approximately 32.21% to approximately
38.16% upon the conversion of the convertible notes into shares of
HK$0.01 each in Wing On by the Group and other convertible note
holder. The Group also disposed of approximately 7.88% interest in
Wing On for a consideration of approximately HK$45 million and the
interest in Wing On held by the Group was decreased to approximately
30.28%.

18. A Wk %5 8 W) 2 4 %WW%
INCIE- Q=P Xnp K-/

(45
Wizt -

() AEBREREEEN MBEZHENS
THE - -BEED TFEREFERA -

(i) EEMAMEEBRN _TE=F+_A=
T BZREERKRLAETAIRKRE
B(DKERE]) ZRE - XREBRFE
“EAE XER_FTTMFEMA+ AR
484,800,000/ JT & B HE @l © sk %2 1% IR
BTESAEAERN  IRKRERETH
HEE—TTWFNA+NAABERRESR
M H B B0.0328 7T (7] T 8) Kk %
REEB R

RZZZWE—F » AEBEKEZF L —
HF AR FRE R & o 1R - KL BETA
% 83 155,000,000/ 7T 2 AT #AR =& ([37
KEEER]) FAEE - & 784,800,000/
TTREERKLER - 70,200,000 7T
BIFREEE KRR 2 BWFRIB « FTKE
EBRERFEZEFE  WERZ-ZZLHF
7~ A+ B B4 155,000,000/ T8 S & ] o
MAXLEERETRBEAERN - AIRHFTKE

ERRTABBEE_TELF A +HA
B}EﬁﬁﬁzHﬁ?ﬂi‘]ﬁﬁxfﬁo.OZO}%E(ﬁf?’%
B)EinAKkE R MK

R-ZZETZME+ART R AKEH
100,000,000/ T 2 7k % A] #2 fiR SR 4% =4 ik
BE0.0208 T {2 /oK &M EE0.01
BT BB - B A BBREERA AT
15 F 2k 7 A IR R IR AR E & R
0.0208 7T Bk 2 B IREE0.0LE T Z
EEK - Bt - EAREREAM AR
BRAARURRER LA KZZRE
HO.0LBTTZ RN 1& » NRBMRKE
Mz %32.21 %1 £ 4938.16% ° A& E
MEHERNT788%R kLR REL
45,000,00078 7T * T AN 5= [ 7 oK %2 i 455 4
= BB E £930.28% ©



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 &

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE

BRIV ASSOC | A TEES/PAYA Blgi'S

DUE TO

ASSOCIATES (continued)

Notes: (continued)

(iii)

(iv)

On 30th November, 2004, the Group further entered into two placing
and subscription agreements with Wing On and placing agent pursuant
to which the placing agent agreed to place 6,000 million ordinary shares
of HK$0.01 each in Wing On on behalf of the Group at the price of
HK$0.028 per share and the Group would subscribe up to 6,000 million
new ordinary shares of Wing On at HK$0.028 per share. The placing of
6,000 million ordinary shares of HK$0.01 each in Wing On and
subscription of 3,660 million new ordinary shares of HK$0.01 each of
Wing On were completed in December, 2004 and the Group’s interest
in Wing On was decreased to approximately 19.58% as at 31st
December, 2004. The Group further subscribed 2,340 million new
ordinary shares of Wing On in January, 2005 and the Group'’s interest in
Wing On was increased to 25.02% subsequent to 31st December, 2004.

The amounts are unsecured, carry interest at the prevailing market date
and not repayable within one year from the balance sheet date.

In March 2004, Pacific Century Premium Development Limited (“PCPD”,
formerly known as Dong Fang Gas Holdings Limited whose shares are
listed on the Hong Kong Stock Exchange), a then 43.06% owned
associate of the Group, entered into agreements with PCCW Limited
(“PCCW”", a company whose shares are listed on the Hong Kong Stock
Exchange) to acquire various property interests from PCCW for a
consideration of approximately HK$6,557 million which was satisfied by
the issue of new shares and convertible notes by PCPD to PCCW or as it
may direct. The above transaction was completed in May 2004 and the
Group’s interest in PCPD was decreased from 43.06% to 2.83% and
PCPD ceased to be an associate of the Group accordingly. The Group
further disposed of all its 2.83% interest in PCPD and no interest in
PCPD was held by the Group as at 31st December, 2004.

(iii)

(iv)

Br H5 #R AR B e

-2 EMEt A=t HILEE

Sep——

P W F 2 R A T AL
AT IE/WE‘?HH%%.*V‘?? A
##)

HisE : ()

RZZEZTWF+—A=+RH 4%
B 8ok 22 & B & 2 B 5] 32 M 10 Bl
ERRERZE Bl EERER
B R EAE B E6,000,000,000%
ERAEAMBEOOIB T Z KL LM
FRRIEME0.028% T : MAE B #FIE
RSB T ZERXRRBERS
6,000,000,0000% & B% 1 1 0.0174 T
Z K T H LT @R - B E
6,000,000,000% & X E E0.01% 7T
2 K& E B & 7R 5 3,660,000,000
R EE0.01E T Z KL H &
BRER=_ZTTNFF+=ATHK - EA
ZETWME+_A=+—H 4%
BERKkE 2 EmMERL19.58% ° 7
SER-_ZTRAF—ARIRE
2,340,000,0000% 7k & #7 & i@ A% -
AEBNKEZ ZERE_TTNF
+=ZA=+—RH#%&#EE=E25.02% °

R EemEREER
MEFERBANGEE
BiE -

R-ZFZEMFE=[  AEEZHE
H43.06% 2 Bt & X B BB KT HLE
ERAERAR ([BAME] - AIHR
TRREBBRAR ﬁﬂﬁfﬁﬁ/\‘%
BT ET) BEABEMARA

(EFRARH - ﬁﬁxfﬁﬁééﬁﬂéﬁ’éﬁxﬁﬁ
EMm A Z 0 AAERER
WEE T X KRELD
6,557,000,000/& 7T * A2 A&
BAMWERTRABF (HILEETR)
BOHREATHRER - EiR5
RIZETMFERAATK  MAEE
&R b EE 2 #E 2 B 43.06% 8 &

2.83% @ Ak BARHMETBRASE
e NAE c AEBE-—FHEES
#l2.83%BMAMEE D + N _FTM

F+ZRA=+—8  AEBELEH
BRRNMEE[ES -

69

i
S

#
e



-~
o

China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS B 5 S R Y &

For the year ended 31 December 2004 #HZE_ZZEWNF+_A=+—H iif
18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE 18, M 4 /A | 2 HE £/ ME Wi B o
FROM ASSOCIATES/PAYABLES DUE TO 0N 7%?\/1???1?%%%/\ K H
ASSOCIATES (continued) (,éﬁ)
THE GROUP THE COMPANY
KEE ¥ NN
2004 2003 2004 2003
—EENE —TT=F —EEMEF —EE=F
HK$’000 HK$'000 HK$’000 HK$'000
B F T B F T B F T B F T
Receivables due from JE Ut B a5 H
associates
Amounts due from associates  Ei & A & R X 57,163 6,294 563 719
Payables due to associates JETH & 2R 50H
Amounts due to associates S R /NETE O 3,737 185 = 185
Market value of listed shares B2 A& ik
in associates Z A 311,480 325,245 = =
The amounts due from associates are unsecured and repayable on JfE W Bt = 1 T %KIERETEW&/AFKZFM
demand. Except for amount due from an associate of approximately B8 - B BB 454,247,000 T (=2 Z
HK$54,247,000 (2003: Nil) are interest bearing, all remaining =6 ) 2 FEWHE A B RI8 +§9I\ :
amount due from associates are non-interest bearing. The amounts H PR FE W E & A A Iﬁi’ﬁ%% g o }Eﬁ
due to associates are unsecured, non-interest bearing and repayable R B N A Iﬁﬁﬁﬁﬁ ERSWSE NN
on demand. SKEE(EE o



NOTES TO THE FINANCIAL STATEMENTS Bi#& 3R 3R MfsE
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18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE 18.7%
BEEEEESOC | A TRES(PAY A BIGES ™ DUE TO 7N
(

ASSOCIATES (continued) #E)

The amounts due to associates are unsecured, non interest bearing EREE AR ZFIBEREEE  2EKT
and repayable on demand. REKEEE -

Particulars of the principal associates at 31st December, 2004 are REZZZENFE+—A=+—H  SE=Z5H
as follows: ERNAIZFIBAT :

Proportion of
nominal value
of issued share

Place of the capital/registered
incorporation/ capital held
registration/ Place of indirectly by
Name of associate establishment operation the Company Principal activities
PNNEETN RS
EMRL BEE®T
M REEK BA ZFMEXR
RN BR 3L i B 2 it B EEZ LA FEEK
%
China Velocity Group Limited Bermuda Hong Kong 22.65 Property investment and
(“China Velocity”) and PRC development in the PRC
(notes a and b)
FESR(EE)BERAA BRE BBRAFE RE2MERERER
(TSR] (Ffitakb)
Wing On (notes a and b) Bermuda Hong Kong 19.58 Business of providing
package tours, travel
and other related services
K& (Mfatakb) BRE BB REIRERE - R R
H th 48 B8 AR 755 2 3 75
Hangzhou Zhongce Rubber PRC PRC 26.00 Manufacturing of tires
Company Limited
(“HZ Rubber”) (note c) 71
MNP ERBER QA A Y A E ¥ Ao B iE
(TR (Hfate)
[
Notes: K et - S|
i
(a) The shares of China Velocity and Wing On are listed on the Hong Kong (@) PESEEKEIROREEBLHE T
Stock Exchange. e
ik
(b) These companies are a limited liability company incorporated in the (b) kRRABaAEAERFMAZIZERA ﬁK
respective jurisdiction. Al e B

(c) This is a sino-foreign equity joint venture. (c) EIhHINEEREERR -
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China Strategic Holdings Limited

The above table lists the associates of the Group which, in the
opinion of the directors, constituted a substantial portion of the share
of results or of net assets of the associates. To give details of other
associates would, in the opinion of the directors, result in particulars
of excessive length.

The following is a summary of the most recent published financial
information and management account of the principal associates

held by the Group as at 31st December, 2004:

Consolidated results for the year:

Turnover &R
Net (loss) profit for the year REE (B518) & FF5E
Net (loss) profit for the year AEEERERNEE

attributable to the Group (E518) ' ) F 58

18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE 18R B Al 2 //%ﬂyyHE
FROM ASSOCIATES/PAYABLES DUE TO INCIE- QP TH?J”\ A
ASSOCIATES (continued) (#%)

L%EU&%$M\ET%&H§%%’ATﬁﬁfﬁ%
BHNEEFETIZHNND Zl@%@ﬂﬁ“”“
A EERRREEMBERRZFE
SREBHITE

NTRAKBMFEEEBRE QARG
N BERER-_ZETOF+ A=+
—HEEREME :

FREIZERE?

HZ Rubber China Velocity Wing On
1.1.2004 to 1.1.2004 to 1.1.2004 to
31.12.2004 31.12.2004 31.12.2004

M AR B P EE®E K&
—E2NEF —EENE —EENE
—A—H=Z —HA—HBZ —A—H=ZE
—BETNFE —BTNF  —FTENF

+=A +=A +=A

Eqr=[E =+—H SSS

HK$'000 HK$'000 HK$'000
BT T BT T BB T T
4,784,903 12,605 1,722,177
97,940 (235,515) 35,377
25,464 (53,344) 10,614




NOTES TO THE FINANCIAL STATEMENTS ﬁ%iﬁ% B &
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18. INTERESTS IN ASSOCIATES/RECEIVABLES DUE 18.JhHf & /N &)l 2 #E2s / Wﬂﬂﬁi
FROM ASSOCIATES/PAYABLES DUE TO N TV ERIE A B 4 S T K

ASSOCIATES (continued) (%8 )
Consolidated financial position: fRE AR
HZ Rubber China Velocity Wing On
as at as at as at
31.12.2004 31.12.2004 31.12.2004
U & B FE &R X &z
R-ZEBEZENE RIZSZNF R-IZEZNEF
+=A +=A +=A
Er=g EF=g =+—H
HK$'000 HK$'000 HK$'000
BT T BT B F T
Non-current assets ERBEE 1,286,257 151,929 2,037,951
Current assets TMENE E 1,753,486 81,482 564,490
Current liabilities B A E (2,180,756) (120,665) (581,588)
Non-current liabilities E IR (90,165) (667) (1,075,940)
Minority interests 23 X T (24,109) (14,430) (312,171)
Net assets BEFE 744,713 97,649 632,742
Share of net assets by AEEEM®R
the Group: BEFE
As at 31st December, 2004 R-ZEETMF
+=-—A=+—8H 190,893 22,117 123,890

Market value of interest held AEEFfFERME
by the Group N/A 52,770 258,710
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19. RECEIVABLES

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 #HZ - =

B} F5 ¥ 2R Y 5

e T — Eifff

19. JBE Ui iR 2k

THE GROUP THE COMPANY
KE KN F
2004 2003 2004 2003
—EEWMEF —EE=F —_EENE —ET=F
HK$'000 HK$'000 HK$’000 HK$'000
BET T B FT BT T B FT
Loan and interest receivables & It & 2k K & Ut FI| &
- secured (note a) — BHIKH (M ita) 230,105 242,967 = =
— unsecured (note b) — | (K #ED) 666,513 297,124 41,958 33,725
Promissory note and its ANERERES
interest receivables (note c) (Kiatc) 6,735 = = -
Receivable due from 7 Ui 7 7 1) A) 5108
related companies (note c) (KfiEc) = 10 = =
903,353 540,101 41,958 33,725
Less: Allowances o BB (302,643) (138,356) (35,223) =
600,710 401,745 6,735 33,725
Less: Amounts due within W —FREH
one year and shown I 514 7% B
under current assets EEZFE (563,666) (370,459) (6,735) (14,586)
Amounts due after one year ~ —F & B|Hi z 1A 37,044 31,286 = 19,139
Notes: Kt -
(a) Included in secured loan and interest receivables were amounts of (a) BHEME R & EKF S+ EIED B E U

approximately HK$109,286,000 (2003: HK$128,183,000) and
approximately HK$120,819,000 (2003: HK$114,784,000) due from
Danwei Limited (“Danwei”) and Lucklong Venture Limited (“Lucklong”)
respectively. Allowances made in the loans receivables due from Danwei
and Lucklong as at 31st December, 2004 were approximately
HK$143,905,000 (2003: HK$48,000,000) with reference to the market
value of the collateral secured to the Group. Shares in certain
companies were pledged to the Group as securities to the loans
receivables.

The loan receivables carry interest at the prevailing market rate.

Danwei Ltd. ([Danweil ) &Lucklong Venture
Ltd. (ILucklong]) £7109,286,000/& 7t (=%
=z = : 128,183,000/ T ) & %4
120,819,000 Tt (= & & =
114,784,000/ 70) Z 5818 - K= T T 4F
+=ZA=+—H8 ' 5 & Y Danwei &
Lucklongz B R 1E B 2 B & 4 A
143,905,000 T ( = & & = F
48,000,000/ 7T) L2 ERH T AER
ZHEBRZTEMEBR - & T A8 ZKH
BEFHE®E - {EARZXEE MR Danwei &
Lucklonge tE & 3k 2 | # i ©

It FE MR B R R AT T 5 A KA R
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19. RECEIVABLES (continued)

Br H5 #R AR B e

Z — T T 0 F A S E

19. E WL HR 2R (48

(b) Included in unsecured loan and interest receivables were amount of
approximately HK$80,021,000 (2003: HK$40,662,000) due from a

subsidiary of an investee.

The loan receivables carry interest at the prevailing market rate.

(c) The principal amount of HK$6,500,000 is unsecured, carries interest at

prevailing market rate and repayable on 6th May, 2005.

(d) Details of the receivable due from related companies are as follows:

Paul Y. — ITC Construction
Holdings Limited
ITC Corporation Limited

REEFERESE
AR A A

BELEEEABRAA

(b)

(c)

(d)

EEAERRERNE BREERAEKRER
7] 2 M8 A A14980,021,000% jt (ZFE =
F : 40,662,000 7T) Z KA °
Ut W E R TR E B TS A R 5B -

6,500,000/ 7T 2 A& JH KR - S E AT T

BHEAERRAR-_ZEZTRAFRA/NES
= o

m]n}%

i

FEU BB R B RIRZFEIEMT

THE GROUP THE COMPANY
& EVN|

2004 2003 2004 2003
—EETNF —ET=F —EENF —TT=F
HK$’000 HK$’000 HK$’000 HK$'000
BEFTT BT T BEF T BT T
- 5 - _
- 5 - _
- 10 - _

The amounts were unsecured, non-interest bearing and were

repayable on demand.

Paul Y. — ITC Construction Holdings Limited (“Paul Y. — ITC”) is a
substantial shareholder of the Company and ITC Corporation Limited
is a shareholder of Paul Y. — ITC.

ZEFRAREER  2ERARERE

REEFRZEEBBR QR (MREEHE])

BARBEIEMER  MEFLEEEAR
RAIAARERTE ZIRE
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NOTES TO THE FINANCIAL STATEMENTS

20. INVESTMENTS IN SECURITIES

Equity securities:
Listed
Unlisted

Debt securities:
Unlisted

Club debentures

Total

Total and reported as:

Listed
Hong Kong
Elsewhere

Unlisted

Classified under
Current
Non-current

Market value of listed
securities

BAES -
ki
3L

BEFES
IS =i)

SES
st
et kA E
£

)
H fth 3t 75

LT

S
M
pinin|

wos
T o
SO

EtHEHFZ
miE

B} F5 ¥ 2R Y 5

For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

0.5 HE

THE GROUP THE COMPANY
Other investments Other investments
KEH PN
Hhig & HigE

2004 2003 2004 2003
—EENF —E¥%T= —E22pmF —ET=F
HK$’000 HK$'000 HK$’000 HK$'000
B8 F T BT T BETFT BEFT
91,081 140,053 - -
76,909 36,314 - -
167,990 176,367 - -
45,084 43,421 = _
825 825 825 825
213,899 220,613 825 825
80,415 112,800 - -
10,666 27,253 - -
91,081 140,053 - -
122,818 80,560 825 825
213,899 220,613 825 825
19,849 2,930 - -
194,050 217,683 825 825
213,899 220,613 825 825
91,081 140,053 - -
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21.

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 &&= —

INVESTMENTS IN SECURITIES (continued)

The carrying value of listed securities in Hong Kong at 31st
December, 2004 included amounts of HK$28,860,000 (2003:
HK$18,300,000), representing 4.64% (2003: 4.64%) interest in Y.T.
Realty Group Limited (“YT Realty”). YT Realty is incorporated in
Bermuda with it shares listed on the Hong Kong Stock Exchange.

The carrying value of unlisted securities in Hong Kong at 31st
December, 2004 included an amount of HK$43,498,000 (2003:
Nil),
(“Apex”). Apex is incorporated in the British Virgin Islands and

representing 9.77% interest in Apex Quality Group Limited

engaged in hotel and leisure related business. Apex was a 22.65%
associate of the Group as at 31st December, 2003. Upon the
completion of disposal of approximately 12.88% interest of Apex by
the Group in September 2004, Apex ceased to be the Group’s
associate.

DEFERRED TAX ASSETS

The following are the major deferred tax assets recognised and
movement during the prior accounting periods:

At 1st January, 2003 R—_EE=F+_HA=+—H
Credit to the consolidated FTASRE W Em K

income statement
Realised on disposal of HENB QRSN (fF32)

subsidiaries (note 32)

At 31st December, 2003 and n=
31st December, 2004 5

20.

21.

Br H5 #R AR B e

TEMEF-AS+—ALFE
JQ#Q;J:X% ( ‘)

EBLITEFER _ZEENF+_A=1+—
BreREAERER AAMESBEEFRA
Al ([CAAHE])464%(ZFF=F -
4.64%) 2 # % @ B 18 & 28,860,000/ 7T
—TE = £ : 18,300,000 5T) ° Y.T.
Reality® B R EEMAL - ERORED
Bt T BT e

RZEZTWNFE+_A=+—H ' BHEFE
% % 2 85 T B B $£43,498,0007% 7T (=
TE=F [ M) 2% % 0 {hApex Quality
Group Limited ([Apex])9.77% 2 # %5 ©
ApexP® SR BRE L RS LA - e FEIE
MEHEBER  R_ZTE=F+_A=
+—H ' ApexB A& BB 22.65% 2 5
ENAE o AEBMR_TTHNFNAZK L
B Apex#) 12.88% 2 1% + ApexE2 T H
RAEEBZBE AT o

1% SiE T4 JH & EE

UTRRBESE
HEENHEESHER

HER 2 E ERER

Bad and
doubtful debts
and allowance
RIBIR R B E
HK$'000
BT

13,454
770
14,224

(14,224)
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22. OTHER ASSET 22 HoAth &

-~
oo

China Strategic Holdings Limited

The amount represents cost incurred in connection with a land
development project in the PRC. The project is a land development
of ZR/& ™ B2 1L & 2 E % & located in Long Shan Development Area,
Doumen District, Zhuhai City and is to be jointly developed with £k
BmEEIll TEREEZ B 2. The Group is entitled to the exclusive
development right to the project and also the right to obtain the land
for the development (“Other Asset”). The Group is also entitled to
sell the Other Asset to investors at consideration to be agreed among
themselves.

The amount of approximately HK227,045,000 (2003: approximately
HK$226,596,000) was paid by the Group for obtaining the exclusive
development right to the project and in obtaining certain parts of the
right for land development.

As the directors are of the opinion that the Other Asset is held for
sale, the cost incurred for the Other Asset is included in current
asset accordingly.

The directors has assessed the carrying value of the Other Asset
with reference to the valuation performed by Norton Appraisal
Limited, an independent valuer, on open market value basis and no
impairment loss is identified.

23. INVENTORIES

Raw materials JR %t
Work in progress £ &4 i
Finished goods 2K o

HEEEEN T M BERIBEEE KX -
ZEEBRWETRILEXEXRE 2 L3
RIER URKEMIFRELERR -
BHEBRKEMRILIXRERZES®
HKAERE AEEFZARBZBRERE
REFREMNBELMWABER ([EME
El) AEBENTBERERHBERESEMLE
EETHREE -

AEECHIFERE 2 BRERENBN
TE B b % R R S 49227,045,0007% 7T
(ZEZT =% : 49226,596,000/8 ) °

HRESHHEHMEERTIFRE  HEM
BEMELEZAANTIIHERSDEE

EXC2EHUMEMEERRAGEAR
NERARTEEEMEGMENGELE
EZEEE TEZBARERBE -

3. HE

THE GROUP

Y

2004 2003
—EENF —EET=

HK$°000 HK$000
BEFT | BT
8,004 12,146
- 163
5,704 54,667
13,708 66,976
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23. INVENTORIES (continued) 3. 1458 ()
LB ER A SR E AR Y 2K S
5,704,000/ 7t (ZZEZ =4 : 54,667,000
HIT) o

Included in above are finished goods of HK$5,704,000 (2003:
HK$54,667,000) which are carried at net realisable value.

The cost of inventories recognised as an expense during the year

RERNBEREAIZCEERALN A
was approximately HK$76,066,000 (2003: HK$2,459,991,000). =z :

76,066,000 7T ( = = F
2,459,991,000/% JT.) °

24. TRADE DEBTORS 24. FE U E 5 IR X

The Group allows its trade customers with credit period normally REB—RETESHEF AH0ZE180H

ranging from 90 days to 180 days. The aged analysis of the trade IRIRE - NEEH ZEREZHRERZER

debtors at the balance sheet date is as follows: BT :
THE GROUP
rEE

2004 2003

—EENEF —EE=F

HK$’000 HK$’000

BT T BT T

0-90 days 02 90H 6,832 12,011

91-180 days 91 180H 114 762

Over 180 days 180H KA F 34 945

6,980 13,718
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NOTES TO THE FINANCIAL STATEMENTS
e T — Eiﬁf

For the year ended 31 December 2004 #HZ - =

25. CREDITORS, OTHER PAYABLES AND ACCRUED

26.

CHARGES

Included in creditors, other payables and accrued charges are

creditors with the following aged analysis:

0-90 days
91-180 days
Over 180 days

Add: Other payables and
accrued charges

PAYABLES

0Z90H
91& 180H
1808 KA £

o B Al A R

Details of the payables are as follows:

Payables due to

related companies

Payables due to
third parties

Less: Amounts shown
under current

liabilities

EETEH
J& 5 B 58 2 R 5K R

e =75 RIE

o SERBAE
Z A

B Rk

Notes

g3

(a)

(b)

B} F5 ¥ 2R Y 5

25. AT BR 2~ HCAth JE A 3k JE K JE
a2 H
FERTBES - HibREN B RES B RSB
BN -
THE GROUP
AEE
2004 2003
—EENE | -—TT-fF
HK$’000 HK$'000
BT T BT T
1,613 39,468
2,838 1,413
513 813
4,964 41,694
41,111 43,252
46,075 84,946
26. JBEAS 2RI
FERSRIE T #EWT
THE GROUP THE COMPANY
AEE AAT
2004 2003 2004 2003
—BENE | —TT-4F | ZBENE -—TT -4
HK$’000 HK$’000 HK$’000 HK$’000
BETT | BETT | BEFI| EETFIT
185,635 201,286 185,218 198,105
7,945 77,795 - 50,603
193,580 279,081 185,218 248,708
(8,637) (34,611) (275) (5,430)
184,943 244,470 184,943 243,278
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26. PAYABLES (continued) 26. MEAT FKIA (45)

Notes: Hia -
(a) Details of the payables due to related companies are as follows: (a) ERNBAERARZHKBFHBOT -
THE GROUP THE COMPANY
rEE NN
2004 2003 2004 2003
“EENE —TT=F —BENEF —ET=F
Notes HK$'000 HK$'000 HK$'000 HK$'000
fft BT T BB FT BT T BT
Nation Cheer Investment Limited HIE®RE AR A Al (i) 184,943 192,675 184,943 192,675
Hanny Magnetics Limited BEEABREAD (i) - 1,076 - 1,076
ITC Management Limited EECEXEEBRAA (ii) 275 519 275 519
Paul Y. Project Management Paul Y. Project Management
International Limited International Limited (i) - 2,314 - 2,314
Mass Success International Mass Success International
Limited Limited (iii) - 1,251 - 1,251
Paul Y. - ITC Management REBEERERRAA
Limited (i) - 450 - -
Micro Tech Limited Micor Tech Limited (i) - 270 - 270
Cycle Company Limited and IE=m BB AR &
Gunnell Properties Gunnell Properties
Limited Limited (i) 417 693 - -
ITC Corporation Limited EHECEEEERAA (iv) - 744 - =
Paul Y. - ITC (E&M) REKEFRAA
Company Limited (i) - 1,014 - -
Paul Y. — ITC (E&M) Contractors {REEHEHE T2
Limited BRAQAE (i) - 280 - -
185,635 201,286 185,218 198,105
Notes: Wit -
(i) The companies are wholly-owned subsidiaries of substantial (i) ZERAABARAEERRZEZENEAR
shareholders of the Company. Al °
(i) ITC Management Limited is a wholly-owned subsidiary of ITC Corporation (i) EHECEERERAARABRHLEEESR

RABlzzEMBRAR  BHEEEEA
RARAR/ARAEERRZBR -

Limited, a shareholder of the Company’s substantial shareholder.

Mass Success International Limited & 72~ A

AIETEMRZEEDQF o

(iii) Mass Success International Limited is an associate of a substantial (iii)
shareholder of the Company.

(iv) ITC Corporation Limited is a shareholder of the Company’s substantial (iv) EHECEEEERAARAEARAEERR
shareholder. R o
THE GROUP AND THE COMPANY AKEBKAAR A

FrERBHSEER - RIRE AT S X

B o
o

The amounts are unsecured and carry interest at prevailing market rate.

Except for the payable of HK$184,943,000 (2003: HK$192,675,000) which
is repayable after one year from the balance sheet date, all remaining

F% 184,943,000/ T (ZEZ =4 : 192,675,000
BIL) ZENRBRNEE R B —FRER

balances are repayable on demand. Hh - HHARIEHAEERER -

81

i
S

#
e



@]
[\

China Strategic Holdings Limited

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 #HZ - =

e T — Eiif
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26. PAYABLES (continued) 26. AT R IH (#)
(b) The amounts are unsecured, carry interest at prevailing market rate and (b) ZERIBETHERA
repayable on demand. EERERER -
THE GROUP NEE
As at 31st December, 2003, except for the payable of HK$51,795,000 RZET=
which was repayable after one year from the balance sheet date, all 51,795,00 O%

remaining balances were repayable on demand.

THE COMPANY

As at 31st December, 2003, except for the payable of HK$50,603,000
which was repayable after one year from the balance sheet date, all

remaining balances were repayable on demand.

27. BANK LOANS AND OTHER BORROWINGS

Bank loans

Obligations under finance
leases (note a)

Bank overdrafts

Other borrowings (note b)

Secured
Unsecured

Repayable as follows:

Within one year
Between one and two years
Between two and five years

Less: Amount due within one
year included under
current liabilities

Amount due after one year

RITEX
REMNHER
(Kizta)
RITEXZ
HinfEE (M aFb)

g
i

RSN

%

=~

—EME
MERSF

B —FAEE
W FIE R E
BB HE

—FRIB TR

MATFEHER

g o

Y

HER5

B MR B RA

Fr-A=+-8 &
T2 B RA BN E A

IR A e Z KA

Q E=S+H=+—H ' kK
50,603,000 & 7T Z FE {4 IR R 4 E B e
Ft—FREEZEN

KIBH AR ZRIE

THE GROUP THE COMPANY
KEE PN

2004 2003 2004 2003
—EENE —TE=F —EENE —ET=F
HK$'000 HK$'000 HK$'000 HK$'000
BT T BET T BET T BET T
2,245 12,991 - _

13 175 13 24

6,800 5,131 = 5,131
33,567 20,131 = -
42,625 38,428 13 5,155
42,098 12,438 13 5,155
527 25,990 = -
42,625 38,428 13 5,155
42,622 38,284 10 5,142

3 33 3 13

= 111 = -

42,625 38,428 13 5,155
(42,622) (38,284) (10) (5,142)
3 144 3 13
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NOTES TO THE FINANCIAL STATEMENTS Bi#&sRFTKIaE
For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

BANK LOANS AND OTHER BORROWINGS 27. #1783 & HAbfE & (44)

(continued)

Notes: B et

(a) Present value of

Minimum lease payments minimum lease payments
BRERAMR BREBAONFZEER
THE GROUP THE COMPANY THE GROUP THE COMPANY
558 N r5E NG

2004 2003 2004

2003 2004 2003 2004 2003

ZEEIME 54 ZBENE “S3-F “BENE “IT-F “EEIME -“TE=F
HK$'000 |  HK$'000 |  HK$'000 | HK$'000 | HK$'000 | HK$000 | HK$'000 | HKS'000
BETm | BETr| BEFR| EETn| BEFn| A¥TL| BETR| BETn
Amounts payable BERERD
under finance leases: S :
Within one year —ER 14 45 14 14 10 31 10 11
In the second to fifth F-EERE
years inclusive (AEERME) 4 165 4 18 3 144 3 13
18 210 18 32 13 175 13 24
Less: Future finance B ARBEER
charges (5) (35) (5) 8) = = = =
Present value of lease BNEERE
obligations 13 175 13 24 13 175 13 24
Less: Amount due B —ERIH T
within one year (10) (31) (10) (11)
Amount due after —ERIM 2
one year 3 144 3 13

The average lease term is two (2003: five) years. For the year
ended 31st December, 2004, the average effective borrowing
rate was 9.4% (2003: 6.7%). Interest rate is fixed at the contract
date. All leases are on a fixed repayment basis and no
arrangements have been entered into for contingent rental
payments.

The Group’s obligations under finance leases contract are
secured by the lessor’s charge on the hired assets.

(b) The amounts carrying interest at prevailing market rate.

BOFOREME(CTEZT=F: 1
F) HE-_ZFTTWFF+_A=1+—
BIESFE  FHREEEEMERR/ILE
(ZZZ=5F :67E) - BXRFIALA
FEHIEE - rEHQRETEERF
HFIY - BB ABKABRER
RZZHE -

AEEZEEAHEAGCEHEEER
Yz MREER -

(b) BAFBARBEEFREE -
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28. SHARE CAPITAL 28 B A
Number
of shares Value
B 17 8 B BE
Notes HK$'000
o3 BT
Authorised: VR TE
Ordinary shares of HK$0.10 FRMmMEIOE Lz T B
each at 31st December, R-IEZE=ZFR -_ZTTPF
2003 and 2004 +=—B=+—H 8,000,000,000 800,000
Issued and fully paid: BERITRHER :
Ordinary shares of HK$0.10 FRMEECIOE L EBMX 829,468,413 82,947
each at 1st January, 2003 RZET=%—H—H
Exercise of warrants 1T R HE R (i) 27,126,674 2,713
Ordinary shares of HK$0.10 FREEO.10%4 T 2 EE X 856,595,087 85,660
each at 31st December, 2003 NR_EE=F+_A=+—H
Issue of shares BT (ii) 25,000,000 2,500
At 31st December, 2004 RZEEWF+=-_A=+—H 881,595,087 88,160
Notes: Hiat
(i) During the year ended 31st December, 2003, 27,126,674 shares in the (i REE " ZZ=F+_A=+—

Company of HK$0.10 each were issued upon the exercise of 27,126,674 BIEEER - 27,126 6748 5%

EE0.108 T2 AR Al ik p Bi%
B% 0.1678 7t 2 B #& 17 £
27,126,67410 RAXHEF 21T ©
ZHRBEZTT=F+=A=
+—HLEFERBEITZRHDES
FEAERZEERONZERSE
AL ©

warrants at a price of HK$0.16 per share. The shares issued during the
year ended 31st December, 2003 rank pari passu with the then existing
shares in all respect.

(ii) During the year ended 31st December, 2004, 25,000,000 ordinary
shares in the Company of HK$0.10 each were issued at a price of
HK$0.1776 per share as a result of exercise of share options. The

(i MREBEE-ZETEEF+_A=1+—
HIEFEA - F25,000, OOOHX
MRE{E0.108 7T 2 AR Al i fn A&
7 HxO.l776;%7LZE¢:.Tﬂ§E§
PREEMETT - ZHNFRARETZ
B ESTEEE R ZRABRND
ZEREFMA -

shares issued during the year rank pari passu with the then existing
shares in all respect.
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30.

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

WARRANTS

In accordance with the conditions attached to the warrants of the
Company, each of the warrants confers rights to the registered holder
to subscribe for one new share of the Company in cash at an initial
subscription price of HK$0.16 per share, subject to adjustment, at
any time from the date of issue to 31st December, 2003 (both days
inclusive). The movement in the number of warrants of the Company
during the year ended 31st December, 2003 were set out as below:

At 1st January, 2003 R_ZTEE=%—HF—H
Exercised during the year RERITEE
Lapsed during the year R E A KK

At 31st December, 2003

On 31st December, 2003, all of the remaining outstanding warrants,
which entitled the registered holders to subscribe for 138,767,008
shares of HK$0.10 each in the Company, were lapsed.

At 31st December, 2004, there were no outstanding warrants.

SHARE OPTIONS

THE COMPANY

The 1992 Scheme

In accordance with the terms of the Company’s Executive Share Option
Scheme adopted on 20th July, 1992 and effective for a period of ten
years after the date of the scheme, the Company granted to directors
and employees of the Company and its subsidiaries share options to
subscribe for its ordinary shares for a consideration of HK$1 for the
primary purpose of providing incentives to directors and eligible
employees. The subscription price, subject to adjustment, is based on
80% of the average of the closing prices of the shares of the Company
on the five trading days immediately before the options were offered.
Options granted are exercisable not later than ten years after the date
the options are granted. The 1992 Scheme was terminated pursuant to
an ordinary resolution passed at an extraordinary general meeting of
the Company held on 4th June, 2002.

».

30.

Br H5 #R AR B e

BE_Z2TNE+-_HA=+ BLEE

277
R

% T S

RIB 7R 7] 3R AR AR 58 P B B 2 A1
REBZELHEEABREEBHARESE
RETEHEE _TT=F+_A=+—
H(EEEEMB) BHEA - BERUESE
ML REEESRO.168 T (A FHAR) RE
—BRARBFBKGD  RBEEZZTE=F1
—A=+—HLEFEAN  AQRRBREE
HELZEFHNWT :

Sl
F70N

Number of
outstanding warrant
RITERREZHE

165,893,682
(27,126,674)
(138,767,008)

R-ZZBZ=F+-_R=+—80  FAFR
ZARITERBERBE ERA - M&FRK
BRERRERBEZLFEAARE
138,767,008/ A~ 2~ & & I I {E0.1078 7T
ZBAn o

RZEBEENE+ZA=+—H - WEHK
1T1E 2 REE -

i I

A

— L L =5 E
ARABR—ANZFLt A=+ BHEMITH
ANBBERETE - ZetE BT EIRMA A H
BTFEANER - RIBETEIZER - AQF]
AARBIREMNBRARCEEREERT
BREURBEAARZ L@ - WK
MIBTZRE [UFEZEZENR
REEREGEREEBRHERE N - REE
(AIFAR) IRBEARFARNMERERT
BREZZINAAXSBZTFHKTEZ
80% ° B H 2 BIRER EERER L B
HRE T FRITE - —AWNZFFEBER
BARRBIRZZEZT ZF X AN BAKRER 7
REFBB2ERRBERKIE -
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NOTES TO THE FINANCIAL STATEMENTS Bii& 3R MisE
For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

30. SHARE OPTIONS (continued) 30. HE L HE (#5)

THE COMPANY (continued)
The 1992 Scheme (continued)

At 31st December, 2003 and 31st December, 2004, there was no
shares issuable under the 1992 Schemes. The total number of shares
in respect of which options may be granted under the 1992 Scheme
was not permitted to exceed 10% of the shares of the Company in
issue excluding any share issued pursuant to the 1992 Scheme at
any point in time, without prior approval from the Company’s
shareholders. The number of shares in respect of which options
may be granted to any individual was not permitted to exceed 25%
of the aggregate number of shares of the Company in issue and
issuable under the 1992 Scheme at any point in time, without prior
approval from the Company’s shareholders.

A summary of the movements of share options under the 1992
Scheme during the year ended 31st December, 2003 were as follows:

A w)(FE)

JLIL = FE 7 # ()
R-EZT=F+_-_A=+—HBRK_ZZTNQ
F+ZA=1+—8  #BEROBE—1AI
ZEEEIA TLABEIT - BEBE—NANZFE
BRI IR BRI D BT 5
AR A TREBETRD (TEIERE—
NAZFFHEMBTZ2EMBMD) 2
10% * MBS AN QA RIAR R = L B EE BT
TFEUEMR - MERMATR T ZEBREMPR
ZRDEE N EBABRE - NN ZF5E
TREBETRA TEITZARARMDBE
225% + MEEUS AN A A AR R 5 2 #h & B
TIEBEBR ©

— AN EHAETZBRERBE T
Tt -A=t-RALEEEHHE
mF -

Number of shares under option

0
(@)

China Strategic Holdings Limited

BRESRZROEE
Outstanding Surrendered/ Outstanding
Exercise at lapsed during at
Date of grant Exercisable period price 1.1.2003 the year 31.12.2003
R=ZBE=F R=ZBE=F
—HA—H FABRE t+=ZA=+—H
g A A 1T £ 8 B TEE 8 AR 4T 2 KM e AR AT
HK$
BT
12.1.2000 18.1.2000 to 17.1.2005 3.145 75,000 (75,000) =
e ;e = e R A= S
—ETRFE—A++tA
Total for directors
EEEREAH 75,000 (75,000) -
Employees
E&
14.2.2000 16.2.2000 to 15.2.2005 3.702 435,000 (435,000) =
—ETEF_A+TWA —EETFE_A+RBZE
—EERF-_AT+HH
Total for employees
& B U8 fix i 48 21 435,000 (435,000) =
Grand total
et 510,000 (510,000) =




NOTES TO THE FINANCIAL STATEMENTS Bi#&sRFTKIaE
For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

30. SHARE OPTIONS (continued) 30. i I HE (48

THE COMPANY (continued)
The 2002 Scheme

On 4th June, 2002, the Company adopted a new share option
scheme (“2002 Scheme”) which is effective for a period of ten years
for the primary purpose of providing incentives to directors and
eligible employees. Under the 2002 Scheme, the Board of Directors
of the Company may grant options to eligible employees, including
executive directors of the Company and its subsidiaries, to subscribe
for shares in the Company for a consideration of HK$1. Options
granted must be taken up within 30 days of the date of grant, upon
payment of HK$1 per grant. Options granted are exercisable not
later than ten years after the date the options are granted. The
exercise price, subject to adjustment, is determined by the board of
directors of the Company and will not be less than the highest of (i)
the closing price of the Company’s share on the date of options
granted; (ii) the average closing price of the Company’s shares for
the five business days immediately preceding the date of grant; and
(iii) the nominal value of the Company’s share.

The total number of shares in respect of which options may be
granted under the 2002 Scheme is not permitted to exceed
46,097,894 shares, representing 10% of the issued share capital of
the Company as at the date of adoption of 2002 Scheme. Subject to
the issue of a circular and the approval of the shareholders of the
Company in general meeting and/or such other requirements
prescribed under the Rules Governing the Listing of Securities of
Hong Kong Stock Exchange from time to time, the Board may refresh
the limit at any time to 10% of the total number of shares in issue as
at the date of approval by the shareholders of the Company in
general meeting. The number of shares in respect of which options
may be granted to any individual is not permitted to exceed 1% of

A ()
St X"

W-PE-EAAMA  ALARMHB
Bt (=22 =F38)) - %88
WA TE  TEAEERAEHERR
HRBN - BE-TRFHE - ARA
EFQTNAARER (BEARARK
I B2 72 ST ) 5 T B AR LA R
ARTBRS - B HUBRIBTZRE o
BIEH 2 WA AR BN A SR =18
REW  ERBERZEENEHIET
B o B2 BARE A RO AR RS I A
BT ERTIE « (T (AT T3 %)
ARTEFAEE  ETELRUT=S
2BBE ¢ (VAR T BOE T 0B R
A2 W ¢ (A2 RIRRIAE B IE R R
BB MM AR EE 2 THRTE R
(i) 2 79 2 18 -

RIE-ZZT_FEAREZERES R
Z B B 1S R 8146,097,894 B A 17
AARBRFER _—_TT_FtE YRR
RAIBBEITRAZ10% © £ T8 — 178 K
RERR A BRRN R KNS E 2 7 12
T R/REFEBMRAES ETRA
TEFTHZEMBRET  EFSAIBRE
HMZRBEEARARRRNRRASIES
HZB#TRMARZ10% - MEMRAL
BT 2SR 2B 8B T EBa
T _HFFBET IR BITRATE
TZARBBNBEEZ1%  EEREAR
AR E LI EE R AEUR -

the aggregate number of shares of the Company in issue and 87
issuable under 2002 Scheme at any point in time, without prior
approval from the Company’s shareholders.
[y
There were no options granted during the year ended 31st REBE_ZTT="F+_A=1T—HILFE :‘:/
December, 2003 under the 2002 Scheme. A EARIE - — F a1 8% HE A ERR E
# - =
#
#&
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2004 #HZE_ZZEWNF+_A=+— Eifff

30. SHARE OPTIONS (continued)

THE COMPANY (continued)
The 2002 Scheme (continued)

A summary of the movements of share options under the 2002
Scheme during the year ended 31st December, 2004 were as follows:

30. i i B (AF)

VN7

SEX AR H

T _FEEE T BREREEC
ZEMF+_A=+—HILFEZEHH
Zmp

Number of shares under option

BRESR2BROEE
Outstanding Granted Exercised Outstanding
Exercise at during during at
Date of grant Exercisable period price 1.1.2004 the year the year 31.12.2004
R-ZBENF R-ZZZNF
—-BA—-8H tT=A=t-H
BB TEH fTEE tef K 4T EARE FREGTHR i K 47 2
HK$
BET
Employees
B8
8.1.2004 8.1.2004 to 7.1.2009 0.1776 - 25,000,000  (25,000,000) =
—ZETME-ANA —ETME-ANA
“ZTNF¥-HAER

Consideration was received by the Company in respect of the options
granted during the year was insignificant.

The closing prices of the Company’s shares at the dates of grant on
8th January, 2004 was HK$0.172.

The closing price of the Company’s shares at the dates of exercise
by the employees were HK$0.46, HK$0.41, HK$0.60, HK$0.58,
HK$0.55 and HK$0.54 respectively.

2R BB A PTIR  E AORE IER 2 RB R
iR o

RELBH(CZEZEMFE-ANR) -
A < W B R0.1728 7T °

NERETHERE » ARAAKGL 2 KHE
7 Bl &0.465 7T ~ 0.413% 7T ~ 0.605 7T
0.58% 7T * 0.55/% 7T % 0.547% JT °



NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

30. SHARE OPTIONS (continued)

SUBSIDIARY

China Enterprises

Pursuant to the Executive Share Option Scheme adopted on 7th
June, 1994 and effective for a period of ten years after the date of
the adoption of the scheme, China Enterprises granted options to
officers and employees, and directors who are also employees, of
China Enterprises and its subsidiaries to subscribe for common stock
in China Enterprises for a consideration of HK$1 for the primary
purpose of providing incentives to officers, directors and eligible
employees, subject to a maximum of 910,000 shares. Shares of
common stock to be issued upon the exercise of options will be
authorised and unissued shares. An independent committee (the
“Committee”) of China Enterprises’ board of directors was formed to
monitor and consider the granting of options under the scheme. The
subscription price will be determined by the Committee, and will not
be less than 80% of the average closing price of shares of common
stock over the five trading days immediately preceding the date of
offer of the option.

At 31st December, 2003 and 31st Demcember, 2004, there was no
shares issuable under the above scheme. The total number of shares
in respect of which options may be granted under the schemes is
not permitted to exceed 910,000 of the shares of China Enterprises
in issue at any point in time, without prior approval from China
Enterprises’ shareholders. The number of shares in respect of which
options may be granted to any individual is not permitted to exceed
25% of the shares of China Enterprises in issue at any point in time,
without prior approval from China Enterprises’ shareholders.

Br H5 #R AR B e

BE_TTNE+=ASH BHIEFE

30. i B HE (A7)

Fi JB 2~ )

China Enterprises

China Enterprises?® — L LU F 785 A £ H
ERMITIRA BEEIREETE] - Zat 8l BHERP
HEIR+FANBR - RIEFTE 2GR -
China Enterprisesid China Enterprises &z £
WEBARZEBRABEREE (EENERE
8) % T B & # A2 B China EnterprisesZ
@AY - _EBRA910,0008% B 0 - I itk
WERIBTZRE - RUFFEZEZBH
EREHRAE  EEREEREEBRHE
) o ITEIBREMBET 2 ZBRRGOF
BETE N AT ° China Enterprises
2EEseRYEYELZES([Z8g]) &
ERERBEEELERE - REERH
ZEGET  HEIAFERRTHERRKRGOER
FTHEBREEZZEBHIAERS B2 FHk
M{EZ280% °

R_EE=F+_A=+—BRZ-ZZTTMQ
F+_A=1+—8 LEROAURE L
STEIMETT - BIBZGTEI AR E 2 R
Wk 2R M #B T EE @ China
Enterprises B 2 2T A% 17 £t B 2910,000
f% - HEEX1E China Enterprisesh% & = 5& #it
HEERTHEYR - AFEHALRFTZER
BERW Rk 2B & B 115 @ China
Enterprises ™ s 2 21T 8210 2 25% + HEER
5 China Enterprisesf% 8 % 5t #it /£ & Bl T~
e UL R ©
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

30. SHARE OPTIONS (continued)

31.

SUBSIDIARY (continued)
China Enterprises (continued)

A summary of the movements of share options under the share

B} F5 ¥ 2R Y 5

30. i I RE (#)
N )

Wi JB§ 2w (A
China Enterprises (48)

China Enterprisesfg iz #512I118 B T E &

option scheme of China Enterprises held by employees during the FrisBiERE s S =F+_A=1+
year ended 31st December, 2003 was as follows: —BAEFEAZEHRENT :
Outstanding Surrendered/ Outstanding
at lapsed at
Exercisable period Exercise price 1.1.2003 during the year 31.12.2003
A 47 £ HA B TEE R=ZZ= R=BEB=F
F—HA—H FRABME/ t+=ZA=+-—H
8 AR AT K e AR AT
Us$
EITT
3.2.2000 to 2.2.2010
—EEREF_A=HZE
—ET—FTF-H=H 9.9375 20,000 (20,000) =
RESERVES 31. f M
Special Capital
Share capital  redemption
premium reserve reserve Deficit Total
15 Al X
BB ExfFEE EERE &5 Al k]
HK$’000 HK$’000 HK$'000 HK$'000 HK$’000
BEFT  BEFrT BEFr BT BETrx
THE COMPANY Y N/NE]
At 1st January, 2003 R-_ZBZ=F—HF—H 1,897,348 414,881 233 (1,157,457) 1,155,005
Exercise of warrants 1718 R P & 1,628 = = = 1,628
Net loss for the year AEEEEFR - - - (94,357)  (94,357)
At 31st December, 2003 RZZEZE=F5+-A=T—H 1,898,976 414,881 233 (1,251,814) 1,062,276
Issue of shares BT 1,940 = = = 1,940
Net loss for the year AEEEHEFE - - - (144,053)  (144,053)
At 31st December, 2004 RZZEZEWME+-_A=T—H 1,900,916 414,881 233 (1,395,867) 920,163

The special capital reserve of the Company represents the amount

arising from the capital reduction carried out by the Company during
the year ended 31st December, 2001.

At 31st December, 2004 and 2003, the Company had no reserves
available for distribution to shareholders.

ARBZHHERNFEHERRRARRREE

—ET-Ft-ASt-ALEEE

B AFTEE 2SR -

R=ZTZTMN
E', N =

1THl

FR_BE=ZFT_A=1T—
RARIEAI IR T IRE 2 #EE -
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For the year ended 31 December 2004 HE-ZZWNFE+ A= +—HIEFE

32. DISPOSAL/DILUTION OF INTERESTS IN 32.H8 /¥ & E 4 & hE i
SUBSIDIARIES
During the year, the Group disposed of its 100% interest in Tung FR - AEEHEHRTung Fong Hong
Fong Hong Investment Limited (“TFHI”). Details of the assets and Investment Limited ([TFHI]) & & #f# & ©
liabilities of the subsidiaries disposed of are as follows: HEZHBARIcEEHBEFBET ¢
2004 2003
—EENEF —ET=F
HK$’000 H K $’000
- BEFTT B F T
Net assets disposed of: EHEEESE
Property, plant and equipment #1% - ME & & & 34,924 901,368
Deferred tax assets BEEFIBE = - 14,224
Interests in associates REtE NRl 2R 14,808 103,064
Receivables due from associates J& W B & A 7] 51 18 = 81,551
Investments in securities BHIEE = 5,216
Inventories FE 49,319 737,767
Trade debtors JEUE 5 BRI 12,112 530,528
Other receivables, deposits HtElsiE ek
and prepayments T 2B 8,427 207,315
Pledged bank deposits BEFIRITF R - 70,098
Bank balances and cash RITHBRR S 22,176 296,719
Trade creditors, other payables JEfT & S8R « E b FE {7038 &
and accrued charges fEstE A (43,316) (757,419)
Income and other taxes payable J& & P15 B Kz H A & & % 180 (30) (34,335)
Bank loans and other borrowings $RITEZ K HEMmEE (60,197) (1,274,058)
Obligations under finance leases &t& 4 (&8 (149) -
Minority interests LHREER - (486,909)
38,074 395,129
Less: Interest retained as W AR & AR
interests in associates Em N IRE - (178,053)
38,074 217,076
Goodwill realised 9,170 6,852
Negative goodwill reserve realised Exfﬁg = =
Exchange reserve realised 13 (3,848)
47,257 220,080
(Loss) gain on disposal/dilution  {H& /#8 ~ (&18) k&= (5,257) 12,344
42,000 232,424
Satisfied by: AN
Cash He 35,500 232,424 91
Promissory note included in ST A UGRIE 2 A &
receivables 6,500 -
42,000 032,424 ™
&
Analysis of the net inflow ERLE #EMNERQF =
(outflow) of cash and cash ZHRERBEEFHE T
equivalents in connection A ONR) SFRED AT -
with the disposal/dilution of
subsidiaries: 4K
4
Cash consideration received BUWE Z2EERE 35,500 232,424 ﬁ
Bank balances and cash EHEZRITEHRES
disposed of (22,176) (296,719)
Net inflow (outflow) of cash RHeRREeFERA GNR) FE
and cash equivalents 13,324 (64,295)
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32. DISPOSAL/DILUTION OF INTERESTS IN

33.

SUBSIDIARIES (continued)
The subsidiaries disposed of during the year contributed
approximately HK$96,262,000 (2003: HK$2,653,540,000) to the

Group’s turnover, and approximately profit of HK$6,778,0000 (2003:
loss of HK$90,362,000) to the Group's loss from operations.

PURCHASE OF SUBSIDIARIES
During the year, the Group acquired a 80% interest in Talent Cosmos

Limited for a consideration of HK$30 million. Details of the assets
and liabilities acquired are as follows:

Net assets acquired: EWABESFE :

Property, plant and equipment ¥ % - WE k&

Investment in securities BHRE

Interests in associates REEE R A 2w

Inventories FE

Trade debtors FE U & 5 BR 5K

Bank balances and cash WITHEBRER S

Creditors, other payables FETBRFR « B B R IB
and accrued charges FEETE A

Payables due to associates JE ST BsE & A Bl 3R IB

Bank loans RITE R

Minority interests LY REER

Goodwill arising on acquisition ~ WEEE Z HE

Satisfied by: TRAN
Cash R

B} F5 ¥ 2R Y 5

e T — Eifff

32. B 2 b 2 (42

%F

FRALEZMBARARERE X
4] 96,262,000/ JT (_$$E¢ ;
2,653,540,000 7t) 2 B Bt ﬁﬁmﬁl
R IR S R #96,778,0000/8 7T (— B F
=4 : E5890,362,0005% 7T) Z % A o

33. 1 A B & A F

FR - ALK ELA30,000,000% 7T 2 KB UK
BAFBERRAAZ80%ER  BAZKE
RAZEELRBEFHBOT :

2004 2003
—2ENF —EBE=F
HK$'000 HK$’000
EBETFT BT T
27,465 —
4,160 _
386 _
10,079 _
8,760 _
3,256 _
(37,086) (12)
(2,198) _
(10,453) _
(1,181) 410
3,188 398
26,812 387
30,000 785
30,000 785
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33. PURCHASE OF SUBSIDIARIES (continued)

34.

Analysis of the net cash outflow of cash and cash equivalents in

connection with the purchase of subsidiaries:

Cash consideration paid
Bank balances and cash acquired B A ZR1T4

Net cash outflow of cash and
cash equivalents in connection

ERBERE
RIS

ERABAMBARZRER
AeFBR2RTINRFRE

with the purchase of subsidiaries

The subsidiaries acquired during the year ended 31st December,
2004, contributed approximately HK$27,141,000 to the Group’s
turnover and approximately HK$2,005,000 to the Group’s loss from
operations.

The subsidiaries acquired during the year ended 31st December,
2003 did not make significant contribution to the Group’s turnover
and the Group’s loss from operations.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31st December, 2004, the major non-cash
transactions were as follows:

(a)

Increase in receivables of approximately HK$34,979,000 before
allowances of HK$10,686,000 were resulted from reclassification
from loans receivables due from associates included in interests
in associates upon the completion of dilution of interest in
associates.

Addition to deposit paid for acquisition of interest in properties
of approximately HK$46,686,000 were repayments of loans
receivables due from associates.

Addition to investment in securities of approximately
HK$43,588,000 were as result of disposal/dilution of interests
in associates.

Loan receivables due from associates of HK$70,200,000 were
settled by the issuance of convertible notes by the associates
included in interests in associates.

33. A B E A

34.

Br H5 #R AR B e

TEME+ A= +—BIEFEE
A (#8)

BEREBEAMBARcRE MNASFHE IR
TINRBFEZ AN

2004 2003
—EBEMF -
HK$°000 HK$000
BETT BT
(30,000) (785)
3,256 -
(26,744) (785)

RBE_ZZEMF+_A=+—HLFE
N RERARBZHBRARAREEREE
SR A27,141,0008 T BRE © BRA
& B %5 2K 492,005,000/ 7T 2 & & 518 -

REE_ZTE=F+_A=+—"HILFE
A RFEARBZHBRRYESAEE

BREALGEEERRCLES -
FEEBHEX S

RBE_ZTTMNF+_A=+—HLFE
N EBZHFRREXZHWT

(a) AEERNB L RA 2 mTKIE ©
R E RRERER S BEEFAAR
BERRZEET - BEEKRIAE
AN#%934,979,0007% 7T (AR5t 10,686,000
AL BEAT) ©

R ENEER N 2R
46,686,000/ 7T + It T3 fE Wi & A 7]
BERZEMR °

(b)

BEHE N QR ER
B8 75 1 K 12 0 #943,588, ooo,%rz :

(c)

(d) FEUeHE & 2 8 & 770,200,000/ 7T &2
RS NRBITARRER 2 AE

BoWEAARBERARZERD -
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34.

35.

MAJOR NON-CASH TRANSACTIONS

(e) Additions to deposits paid for acquisition of subsidiaries of
HK$40,000,00 were repayments from receivables.

During the year ended 31st December, 2003, the major non-cash
transaction are as follows:

(a) Increase in interests in associates of approximately
HK$74,989,000 arose from the disposed of 25% interest in a
51% owned subsidiary and arose from disposal of 50% interest
in a wholly-owned subsidiary.

(b) Increase in other receivables, deposits and repayment of
approximately HK$11,032,000 were as a result of reclassification
from payment for acquisition of land development right upon
the termination of the project during the year ended 31st

December, 2003.

(c) Finance lease arrangement in respect of property, plant and
equipment with a capital value at the inception of the leases of

approximately HK$168,000.

B} F5 ¥ 2R Y 5

e T — Eifff

M. EEFBELS

(e)

SR M8 A A X 2 &
40,000,000/ 7T » 1t T3 FE YFRIR 2 3& 5K

REBE_ZZE=F+t_A=+—"HILFE

N EBHRREXZFWT

(a) ALE —KEASI%ZME R F R
E—RE2EM B R F50%% &5 i 2 7
B & N B HE & 18 049 74,989,000
JG °

(b) AREE—_TZE=F+-_HA=+—H

(c)

IFFEAKIERR XK E LR
TR AT 15 70 TR B o0 48 1 46 L A 8 LA DR

R BERERENKEENLY
11,032,000/ 7T °
EEME BEERRBZBEMROZ

BER AT S A 40 B 2 B AN {E 49 168,000
BT e

COMMITMENTS 35. 7K I
At the balance sheet date, the Group had the following capital REER  AKBEZ2EREERNT :
commitments:
THE GROUP THE COMPANY
AEE KA H
2004 2003 2004 2003
—EENF | ZTT=-F | —EENF | ZTT=F
HK$’000 HK$'000 HK$’000 HK$'000
BEFT BEF T BEFT BWEF T
Contracted for but not provided in B &] 431 & 7£ 81 7%
the financial statements in W& T3
respect of ETREL RS
(i) Acquisition of interest in () WEWZEER
properties (note 14) (Kiat14) 377,516 = - =
(i) Other assets (i) HMEE 91,981 -
(iii) Acquisition of subsidiaries (i) WEEH B A A
(note 15) (Bf#£15) 10,000 - - -
479,497 - - -
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36.OPERATING LEASE COMMITMENTS 6. 88 & T A4 AR A
The Group has made approximately HK$8,052,000 (2003: REERFRNRBBEEBAEMF 2 KE
HK$26,344,000) minimum lease payments under operating leases HHOBINZEEBAOANKLY A
during the year in respect of office premises. 8,052,000/ 7T (Z & =4 : 26,344,000
B 7E)

The Group as lessee A 52 B AE By R AN
At the balance sheet date, the Group and the Company had REEH » NREBMARRIRIES ML
commitments for future minimum lease payments under non- REF 2 AAIHEEZLLHEAO B A KKK
cancellable operating leases in respect of land and buildings which BNz A - ARE AT 2 2 8
fall due as follows: BT :

THE GROUP THE COMPANY

rEBE XA 7]
2004 2003 2004 2003

“EEMEF | “TT=F  -REWME | ~FTIT=F
HKk$’000 HK$'000 HK$’000 HK$'000
BETE | BETT| BEFT| BETT

Within one year —FR 64 16,216 - 577
In the second to fifth year F_EFERF
inclusive (BREEREME) - 16,930 - =
64 33,146 - 577
Leases are negotiated for an average term of one year and rentals MAFHR—FRAETER - HeTH
are fixed for an average of one year. N—FRHTUETE -
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004 HE—_ZTZWNFE+_A=-+—RHILFE

37. CONTINGENT LIABILITIES

(a) Corporate guarantee given  (a) AARFKEF T3
by the Company for banking
facilities granted to: 2 AR
(i) subsidiaries (i) WEAR

(ii) associates (ii) 55%’&5

Other guarantees issued to M & D RIEL 2
associates H b &R

(b) The Company has granted a guarantee in favour of MTR
Corporation Limited (“MTR") in respect of outstanding rent and
obligations under the tenancy agreement entered into between
Tung Fong Hung Medicine (Retail) Limited, a wholly-owned
subsidiary of the TFHI (note 32) and MTR for the leased
properties. As at 31st December, 2004, such guarantee has not
yet been released upon the disposal of the entire interest in

TFHI by the Group.

38. PLEDGE OF ASSETS

(a) As at 31st December, 2004, bank deposits of HK$1,012,000
(2003: Nil) was pledged to secure credit facilities granted to the

Group.

At 31st December, 2003, interests in an associates with net
assets value attributable to the Group of approximately

BUZRITEMERM

B} F5 ¥ 2R Y 5

37. 808K & 1&
THE GROUP THE COMPANY
- b N
2004 2003 2004 2003
“EENE | —ET=F | ZEENF | —_TF=F
HK$’000 HK$’000 HK$'000 HK$'000
BYFT BT T BETT | EEFIT
- 28,500 26,243
15,500 32,300 15,500 32,300
30,780 780 30,780 780
46,280 33,080 74,780 59,323

(b) ARRBBTFHI(H iZF32)2 B Kt B A A
Tung Fong Hung Medicine (Retail)
Limited E2ith B R A 7] ([ ]) st8

EMEMERR] < HEW

HET 2K

Be R ARBEBERERMDEREMAER -

RRAEE L ETFHIZE

fR BR

o

38. & JEE L A

R-ZEWNF+-_A=+—H8 B@E

EAEEINEN

(a) RZZEZEWFE+=_A=+—H " B

1,012,000 7L (ZTEZE=4F : #&) 2R
ERBASEEMEZER
EEBEZER-

175

R

R-BEZE=F+_A=+—0 B8
7N £ [ B (5 & % (E #983,622,000/%8

HK$83,622,000 were pledged to secure credit facilities granted TZBE N ERET  (EAAEE
to the associates of the Group. GERNRITEZEREER ZER -
(b) At 31st December, 2004, investment in securities with a carrying (b) R—_ZEZTWNF+_-_A=1+—H "  E2#

value of HK$72,186,000 (2003: HK$111,496,000) were pledged
to secure margin account credit facilities and banking facilities

granted to the Group.

The margin loan facility amounting to HK$33,567,000 included
in bank loans and other borrowings (2003: HK$7,131,000) were

utilised by the Group.

ARHEE 772,186,000 T (ZEF =
111,496,000 7T) 2 EHRE K
ERAEEMEZHEREERENM
RITEERZER -

F
E

AKEEEHA33,567,0008 T (ZFF
=% :7,131,0008 ) 2 R&E & H A
ER(BFAARTERREMER)
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39. RELATED PARTY TRANSACTIONS 39. B N+ 38 5
During the year, the Group entered into the following significant FR - AEEEARINEELRGILATR
transactions with related parties: 2
Name of company Nature of transactions Notes 2004 2003
AR BB REME Bt & —EENFE —TET=

HK$'000 |  HK$'000
BT | EBETT

Sing Pao Newspaper Loan interest income received (a) 390 363
Company Limited and receivable by the Group

B ¥R T B R A Al AEBED W RER 2 ERFEHA

Lucklong Loan interest income received (b) - 5,984

and receivable by the Group
REEE W& EY 2 EFHFE WA

Danwei Loan interest income received (b) - 6,683
and receivable by the Group
REEE W& EY 2 EFHFE WA

Hanny Magnetics Limited Loan interest expense paid (c) = 2,606
and payable by the Group
wEWAFRA A AEBENREMNZERFEXZH
Rent expenses paid and payable 16 17

by the Group
AEFEENREMZzZESXH

Sale of goods made by the Group - 63
AEEHEEE®
Paul Y. — ITC Management Loan interest paid and payable by (d) - 1,193
Limited the Group
RERFEBEEGRAA AEEENREN 2 ERFE
Secondment fee paid an payable 330 354
by the Group
AREE N RERZEHE 1
Sales of goods by the Group 3 -
AEEHERD -
d
Paul Y. — ITC (E & M) Repair and maintenance fee paid (c) 42 58 mx
Company Limited and payable by the Group T
REREFR A A rEBENRENZBERREE
Project management fee paid - 872
and payable by the Group &
AEEENRENZIEEERE L3
Mechanical and electrical service - 7

fee paid and payable by the Group
AEEENKENZEEREE
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39. RELATED PARTY TRANSACTIONS (continued)

Name of company

DNEEW

Cycle Company Limited and
Gunnell Properties Limited
EEAERR AR

Gunnell Properties Limited

Paul Y. Project Management
International Limited

Paul Y. — ITC Management
Limited
REBFERFR QA

Paul Y. — ITC Interior
Contractors Limited
REBFEEMER A A

Nation Cheer Investment
Limited
EEREARAA

Millennium Target
Holdings Limited

Wing On
K&

China Velocity
R & R

Nature of transactions
REME

Rental expenses paid and payable
by the Group
AEBENREMNZESXH

Project management fee paid
and payable by the Group
AEBENRENCEEEERES

Sale of goods made by the Group
AEBHEEEMm

Project management fee paid
and payable by the Group
AEEBENRENCZIEEERE

Interest expense paid and payable
by the Group
AEBENREMZFERX

Loan interest income received
and receivable by the Group

AEED W EER 2 ERFBHEA

Loan interest income received and
receivable by the Group

AEEDREER 2 ERFSHEA

Loan interest income received and
receivable by the Group

AEE D W EER 2 ERF B A

B} F5 ¥ 2R Y 5

39. @ N B35 5 (48)

Notes

it &

(c)

(c)

(c)

(c)

(c)

(e)

()

()

2004

= 1 Ly
HK$’000

EET T

553

338

12,428

1,466

2003
—ET=F

HK$'000
BT

554

434

687

15

10,270

31

2,198

3,249
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39. RELATED PARTY TRANSACTIONS (continued) 9. N+ 5 (4E)
Name of company Nature of transactions Notes 2004 2003
AERE REME & —EBENE | —TT=F

HK$'000 |  HK$'000
BT | EBETT

Hong Kong Wing On Air ticketing and travel service (e) 260 73
Travel Service Limited expenses paid and payable by
the Group
AEEBENEENZFEHMER
i
BAXKLIREEGRA A Sale of goods made by the Group = 209
AEBHEEm
Mass Success International Rental expenses paid and payable (g) 5717 618
Limited by the Group

AEEENREMNZESXH

Pacific Century Premium Management fee received and (h) 200 150
Developments Limited receivable by the Group
(“PCPD”, formerly known AEBBEREEKRZEEE WA
as Dong Fang Gas
Holdings Limited)

BRAMHMEZERERA A
(IBXhE] - ATiE

RAMBREERR QA
Apex Loan interest income received and (h) 3,280 248
receivable by the Group
REED W RERZ A B KA
. - _ . 99
Mirco Tech Limited Rental expense of motor vehicles paid (c) 216 216
and payable by the Group
AEBENRENAEHEMAX [
d
Chief Altantic Profits Limited Loan interest income received and (i) 303 306 B
receivable by the Group
REED W RERZ EFRFEHA "
i®
Rosedale Park Limited Sale of goods made by the Group (i) - 11
AEEHEHEEm
Hotel expense paid and payable
by the Group - 14

AEEENREMNZBEERX
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39. RELATED PARTY TRANSACTIONS (continued)

Notes:

(a) Sing Pao Newspaper Company Limited is wholly-owned subsidiary of an
investee of the Group.

(b) Ms. Chau Mei Wah, Rosanna (“Ms. Chau”), a director of the Company,
is the former director of Danwei and Lucklong. Mr. Lau Ko Yuen, the
former alternate director to Ms. Chau, is a director of substantial
shareholder of the Company and a director of Danwei and Lucklong.
During the year ended 31st December, 2004, interest income received
and receivable by the Group from Danwei and Lucklong were
approximately HK$6,035,000 and HK$6,103,000 respectively.

(c) Hanny Magnetics Limited, Paul Y. - ITC (E & M) Company Limited, Paul
Y. Project Management International Limited, Cycle Company Limited
and Gunnell Properties Limited, Paul Y. ITC Management Limited, Paul
Y - ITC Interior Contractors Limited, Nation Cheer Investment Limited
and Mirco Tech Limited are wholly-owned subsidiaries of a substantial
shareholder of the Company.

(d) ITC Management Limited is the shareholder of a substantial shareholder
of the Company.

(e) Millennium Target Holdings Limited and Hong Kong Wing On Travel
Service Limited are wholly-owned subsidiaries of Wing On.

(f)  Wing On, China Velocity are associates of the Group.

(g) Mass Success International Limited is an associate of a substantial
shareholder of the Company.

(h) PCPD and Apex ceased to be associates of the Group during the year
ended 31st December, 2004.

(i) China Altantic Profits Limited and Rosedale Park Limited are wholly-
owned subsidiaries of PCPD and Apex.

During the year, the Company issued “all monies” guarantees and
indemnity to a bank for the banking facilities granted to a non-
wholly owned subsidiary and an associate of the Group and the
amount of approximately HK$1,913,000 and no amount utilised by
that non-wholly subsidiary and an associate respectively as at 31st
December, 2004.

39. @ N B35 5 (48)

Mt

(@) KBBHNERRARAEEZ —RRER
Az2EMBRA -

b) ARAREFAZELX LT ([AxL]) A
DanweiX LucklongZ ATEE =F - BI& R %
S (AL ZEBEAES) BARAEE
f% B 2~ & = LA K Danwei & LucklongZ &
F-RBE-TTENF+=-A=+—HIt
FERN - AEBE KK E I Danwei &
Lucklongz # 2. 4 A % 5l £16,035,0005% 7T
$.6,103,000/% JT °

(c) SHBEWAMBRAR REEEFRAA
Paul Y. Project Management International
Limited + 3E @ A B 2 7 & Gunnell
Properties Limited * (REZHFEEBR A
A RERBEXRMHARAA HEERER
R A &) B Mirco Tech Limited &7 A 7] &
ERRZEEMBAT -

(d) RERTEBERAARARBEERR
ZHRR o

(e) Millennium Target Holdings Limited & & /&
KERBEER AR RBKRKELEZEZEMBE R
= e

) XERTBERELSAEEZBERT -

(g) Mass Sucess International Limited & 2K A &)
FTERRZBERA ©

BAME R Apex B A £ B 2 4182 A

o 3 %

o

(i) China Atlantic Profits Limited }2 Rosedale
Park Limited 7% & K3 Z & Apex.2 2 & [ff 8

NEII

FAR ARFRAEE—FHFEZEMNBER
AR —fEE A RIAER ZRITEERIR
TIRH—FBEIEREBERE - R
—ZETNE+_A=+—0H " F2EME
NE R EERRIE 2 RIB A 41,913,000
BTTREET -
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2004

RELATED PARTY TRANSACTIONS (continued)

Details of balances with related parties as at the balance sheet date
are set out in the consolidated balance sheet and in notes 18, 19
and 26.

In the opinion of the directors, the above transactions were
undertaken in the ordinary course of business transactions and the
terms were mutually agreed between the Group and the related
parties.

RETIREMENT BENEFIT SCHEME

The Group operates a Mandatory Provident Fund Scheme (“MPF
Scheme”) for all qualifying employees in Hong Kong. The assets of
the schemes are held separately from those of the Group, in funds
under the control of trustees. The Group and employees each
contribute 5% of the relevant payroll costs to the Scheme.

The retirement benefit scheme contributions relating to the MPF
Scheme charged to the income statement represent contributions
payable to the scheme by the Group at rates specified in the rules of
the schemes.

The employees in the joint venture subsidiaries in the PRC are
members of the state-sponsored pension scheme operated by the
government in the PRC. The joint venture companies are required to
contribute a certain percentage of their payroll to the pension scheme
to fund the benefits. The only obligation of the Group with respect to
the pension scheme is to make the required contributions under the
scheme. The amount of contributions payable to the pension
schemes are charged to the income statement.

At the balance sheet date, there were no significant forfeited
contributions which arose upon employees leaving the scheme prior
to their interests in the Group’s contributions becoming fully vested
and which are available to reduce the contributions payable by the
Group in future years.

The total cost charged to income statements of approximately
HK$851,000 (2003: HK$27,196,000) represents contribution
payable to these schemes by the Group in respect of the current
year.

.

40.

Br H5 #R AR B e

BE-_EEMES A= AIEE
B N3 5 ()

REEHEBEAT ZERFABHENES
BEABRNMMELI8  19K26-

BERR  LRXBNEARERX DB
RAEIT - REAEEREEA TR
BT -

1R R AR A 5t 8

AEESEBRLAERERERERYIE
NTEEEE ([RESE]) - RESFE
ZEERAKBCEESHATE TR
BUXTEAEZEG 2 ES - AEBREES
EREtEIHFABEF SRR LZ5% e

RS RING AR BB & ZEARBER
AR ARBIZF BIRAEE 2L X
FE R &t &) 1 2 5K -

EREAENBARCRBREH2NASH
BAEEZBRENRAEE - BER
BIANBETERBZET AN AR
SRFEIER - EREBRINZER - A%
EASRBRARSHEAEZE—RBEIRARE
AT Bl R o AR RS A B
ZHFRBEE RS R R o

REHER  TEEARBAEHRREEER
RAIZBBERANEE 2 AR HZ F5t
EIfEL - RAT A SRR A & B AR SR8
FRAZHER -

P 2 RN BR 2 48R AR 73851,000% 7T (=
T =4 : 27,196,000 L) - KEAE
BRAFEEREHZFAE N 25K -
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41. POST BALANCE SHEET EVENTS

The following events occurred subsequent to the balance sheet date:

On 19th April, 2005, the Company announced a proposed group
reorganization (“China Strategic Group Reorganization”) which, if
approved and implemented, will result in, (i) the Company continuing
to be a public listed company with its subsidiaries concentrating on
its business of manufacturing and trading of battery products,
investments in securities and property and investment in unlisted
investment; (ii) all other subsidiaries of the Group carrying on
property development and investment holding business, and all other
associates of the Group carrying on manufacturing and marketing of
tires and business of providing package tour, travel and other related
services being grouped under the Group Dragon Investments Limited
(“GDI”) (a wholly owned subsidiary of the Company) and its
subsidiaries upon completion of the China Strategic Group
Reorganization; and (iii) the distribution in specie of shares in GDI
to the then shareholders of the Company on a record date to be
fixed, on the basis of one GDI shares for every share in the Company
after consolidation under the capital reorganization as described
below (“Capital Reorganization”).

The Company also proposed to carry out the Capital Reorganization
which involve, inter alia, the followings:

(i) cancellation of the paid-up capital of HK$0.05 on each issued
share of the Company and reduction in the nominal value of
each issued share from HK$0.10 to HK$0.05 (“Capital
Reduction”) and the cancellation of the entire share premium
account of the Company;

(ii) subdivision of each authorized but unissued share of the
Company into two reduced shares of HK$0.05 each
(“Subdivision”);

(iii

=

every two reduced shares of the Company of HK$0.05 each
arising from the Capital Reduction and Subdivision will then be
consolidated into one ordinary share of HK$0.10; and

=

the credits of approximately HK$44,079,000 and
HK$1,900,916,000 resulting from the Capital Reduction and
the cancellation of the share premium account, respectively to

(iv

the special capital reserve account of the Company.

Details of the China Strategic Group Reorganization and Capital
Reorganization are set out in the joint announcement of the Company
dated 19th April, 2005.
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HIH

RIS

THEEDREREBREE -

R-ZZRFMOATAR  RAREME

EEAZER(PREEEMA]) @ HEL
ERNEET  BEHONRRBEERR
RRETRAB A - HERBARKET
BE - ARFEMEERB ZKRE § (DA
SHETRENEEREREEREHZ
A HMIEBLAR - URAEEETRE
WA RE R B  RERITE - KERE
1&7@?@}%&%‘2%%%1& fERF - BRH

REESHTRUBHEREARAA
([8¥8E) - ARRZz2EWB AT KEM
BAR : RDREGER 2 LEBHPNUE
Mk AAARRER 2 RR D IKEFEE
% N BELSERARATRN (R T XA

MRBIRAE B TR & FF1R) #5183
— Rl D ([RAER]) -

ARRMZZETHRANES
(e TII&E :

B

() FHEERARBEBHTRO Z2H R
K0.05%8 7T - BEKRE TN 2E
B M 0.107%8 T HI At 2.0.057%8 7T (1Al
AL - ARGEHEANR R Z 2 EB D

(i) BEBOEEBRETZARBBRN Y
A A % W A & Bk T {E.0.0578 7T 2 #&Z
B ([Hr4]) -

(i) HPR A R FAR - SEREREREE
0.058 T 2 AR ] &L BB 0 15 & B
BA—IREECIOB T Rk &

(iv) #5 BIE Bl R AR A & 2 88 3% 19 i B AR
FITEE 4 2 #E BR 5 IE £ 44,079,000/ 7T
%1,900,916,000/8 7t * st AKX ARG Z
FRIBEARREED -

PREBEEMNBAZTAZFBINRAR
AR—_ZTRAFHATNABTZEZBER
ol o



