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The contributed surplus of the Group represents the difference between
the nominal value of the Company's share capital issued as consideration
in exchange for the nominal value of the issued share capital of the
subsidiaries acquired at the time of the Company's listing in 1997.

As stipulated by the relevant laws and regulations for foreign investment
enterprises in the People’s Republic of China (the “PRC"), the Company's
PRC subsidiaries are required to maintain a statutory surplus reserve fund
and a discretionary surplus reserve fund, which are non-distributable.
Appropriations to such reserves are made out of profit after taxation of
the statutory financial statements of the PRC subsidiaries while the amount
and allocation basis are decided by their board of directors annually. The
statutory surplus reserve fund can be used to make up their prior year
losses, if any, and can applied in conversion into capital by means of
capitalisation issue.

The amount represents a revaluation surplus which was recognised as a
result of the acquisition of an additional interest in Xin Hua Resources
Investment Limited (“Xin Hua") (previously an associate) which resulted
in Xin Hua becoming a subsidiary. Xin Hua was deregistered in this year.
Its assets and liabilities were transfered to the Company
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