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GENERAL INFORMATION

Shenzhen International Holdings Limited (the “Company”)
is an investment holding company. During the year, the
Company, its subsidiaries and jointly controlled entities
(together the “Group”) and associates were engaged in
the following principal activities:

Logistics and related business

Investment holding
o Manufacturing business

The Company is a limited liability company incorporated
in Bermuda. The address of its registered office is Bank
of Bermuda Building, 6 Front Street, Hamilton HM11,
Bermuda.

The Company has its primary listing on the Stock Exchange
of Hong Kong Limited.

These consolidated financial statements are presented
in thousands of units of HK dollars (“HK$’000”), unless
otherwise stated. These consolidated financial statements
have been approved for issue by the Board of Directors
on 28 March 2007.

* (E#HFIZH  Foridentification purpose only
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out
below. These policies have been consistently applied to
all the years presented, unless otherwise stated.

2.1 Basis of preparation

These consolidated financial statements of the
Company have been prepared in accordance with
Hong Kong Financial Reporting Standards (‘HKFRS”).
The consolidated financial statements have been
prepared under the historical cost convention, as
modified by the revaluation of buildings, available-
for-sale financial assets, where appropriate, derivative
financial instruments and investment properties, which
are carried at fair value.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgment in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant
to the consolidated financial statements are disclosed
in Note 4.

(a) Standards, amendments and interpretations to
existing standards that are not yet effective and
have not been early adopted by the Group

I B2 AR B R A 7] Shenzhen International Holdings Limited | 93

3} 2006 Annual Report ]



AR e B R AR T ot

Notes to the Consolidated Financial Statements

(B BIEERS) - BT A 2 RGBT T R E L)

(All amounts in HK dollar thousands unless otherwise stated)

2 FESTEE#E)

2.1 WHEEE (B)
ATERmERREHALE
AIREET M2 15 & 92 il 1%
RE - AR-_ZFTRFAHA
—H¥Z A ZREFNEE
M s g MR A - A
S E I AR AT R

o BHEMBmMEENTIH
BIA :EEIRES
SEEAN M BHRED
ER-—EBEAEZEINHE
FIETHBEAR T
F—A—HB=sz%&AR
VEETEIRERM - BB
B ERTE A
WEHRTE  AKEIHH%
THEREE - WIEE
AHERBEARMAR
WHIEELERBNEG
ERHEER  BES
BEERR  KBES
[B kg & T35 R 2 B TE
®EPEEBEE - UET
ZRBREENHERER
DT o WIEEFTIMRA
YT ERIZ2(H BT
B HERE®RINE
BT WEABRE
RIBEBR B RS ER
EEMECER - BF
e EINBITAER
REBEERBZEAK
T UREEBERT
o AEBBEFHZSE
Rl RGBT LR 2 %
2 UREBEINNEE
BEXEZAMBRAKRZ
BREERDNMARZSE
E] RS ETERIHE
W& AR E

94 | BRI B PR A 7] Shenzhen International Holdings Limited

I £ 3R 2006 Annual Report

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)
The following standards, amendment and
interpretations to existing standards have been
published that are mandatory for the Group’s
accounting periods beginning on or after 1 May
2006 or later periods that the Group has not
early adopted:

HKFRS 7, Financial instruments:
Disclosures, and the complementary
Amendment to HKAS 1, Presentation of
Financial Statements - Capital Disclosures,
will be effective for annual periods beginning
on or after 1 January 2007. HKFRS 7
introduces new disclosures to improve the
information about financial instruments.
It requires the disclosure of qualitative and
quantitative information about exposure
to risks arising from financial instruments,
including specified minimum disclosures
about credit risk, liquidity risk and market
risk, including sensitivity analysis to market
risk. It replaces disclosure requirements
in HKAS 32 “Financial Instruments:
Disclosure and Presentation”. It is applicable
to all entities that report under HKFRS.
The amendment to HKAS 1 introduces
disclosures about the level of an entity’s
capital and how it manages capital. The
Group has assessed the impact of these
new and revised standards and concluded
that the main additional disclosures will
be the sensitivity analysis to market risk
and capital disclosures required by these
new and required standards;
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(All amounts in HK dollar thousands unless otherwise stated)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HK(IFRIC)-Int 8, Scope of HKFRS 2 (effective
for annual periods beginning on or after
1 May 2006). HK(IFRIC)-Int 8 requires
consideration of transactions involving the
issuance of equity instruments - where
the identifiable consideration received is
less than the fair value of the equity
instruments issued - to establish whether
or not they fall within the scope of HKFRS
2. The Group will apply HK(IFRIC)-Int 8
from 1 January 2007, but it is not expected
to have any impact on the Group’s
consolidated financial statements;

HK(IFRIC)-Int 9, Reassessment of
embedded derivatives (effective for annual
periods beginning on or after 1 June 2006).
HK(IFRIC)-Int 9 requires an entity to assess
whether an embedded derivative is required
to be separated from the host contract
and accounted for as a derivative when
the entity first becomes a party to the
contract. Subsequent reassessment is
prohibited unless there is a change in the
terms of the contract that significantly
modifies the cash flows that otherwise
would be required under the contract, in
which case reassessment is required. As
none of the group entities have changed
the terms of their contracts, HK(IFRIC)-
Int 9 is not relevant to the Group’s
operations; and
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

(b)

° HK(IFRIC)-Int 10, Interim Financial Reporting
and Impairment (effective for annual periods
beginning on or after 1 November 2006).
HK(FRIC)-Int 10 prohibits the impairment
losses recognised in an interim period on
goodwill, investments in equity instruments
and investments in financial assets carried
at cost to be reversed at a subsequent
balance sheet date. The Group will apply
HK(IFRIC)-Int 10 from 1 January 2007, but
it is not expected to have any significant
impact on the Group’s consolidated financial
statements.

Interpretation to existing standards that are not
yet effective and not relevant for the Group’s
operations

The following interpretation to existing standard
has been published that are mandatory for the
Group’s accounting periods beginning on or
after 1 May 2006 or later periods but are not
relevant for the Group’s operations:

o HK(IFRIC)-Int 7, Applying the Restatement
Approach under HKAS 29, Financial
Reporting in Hyperinflationary Economies
(effective from 1 March 2006). HK(IFRIC)-
Int 7 provides guidance on how to apply
requirements of HKAS 29 in a reporting
period in which an entity identifies the
existence of hyperinflation in the economy
of its functional currency, when the economy
was not hyperinflationary in the prior period.
As none of the group entities have a
currency of a hyperinflationary economy
as its functional currency, HK(IFRIC)-Int
7 is not relevant to the Group’s operations.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

(©)

Standards, amendments and interpretations
effective in 2006 but not relevant for the Group’s
operations

The following standards, amendments and
interpretations are mandatory for accounting
periods beginning on or after 1 January 2006
but are not relevant to the Group’s operations:

o HKAS 19 Amendment - Employee Benefits;

o HKAS 21 Amendment - Net Investment
in a Foreign Operation;

o HKAS 39 Amendment - Cash Flow Hedge
Accounting of Forecast Intragroup
Transactions;

° HKAS 39 Amendment - The Fair Value
Option;

o HKFRS 6 - Exploration for and Evaluation
of Mineral Resources;

° HKFRS 1 Amendment - First-time Adoption
of Hong Kong Financial Reporting
Standards and HKFRS 6 (Amendment) -
Exploration for and Evaluation of Mineral
Resources;

o HK(IFRIC)-Int 4 - Determining whether an
Arrangement contains a Lease;

° HK(IFRIC)-Int 5, Rights to Interests arising
from Decommissioning, Restoration and
Environmental Rehabilitation Funds; and

° HK(IFRIC)-Int 6, Liabilities arising from

Participating in a Specific Market - Waste
Electrical and Electronic Equipment.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation
The consolidated financial statements include the
financial statements of the Company, all its subsidiaries
and jointly controlled entities made up to 31 December.

(a)

Subsidiaries

Subsidiaries are all entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating
policies, generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
controls another entity.

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group.
They are de-consolidated from the date that
control ceases.

The purchase method of accounting is used
to account for the acquisition of subsidiaries
by the Group. The cost of an acquisition is
measured as the fair value of the assets given,
equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values at the
acquisition date, irrespective of the extent of
any minority interest. The excess of the cost
of acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is
recorded as goodwill (Note 2.10). If the cost
of acquisition is less than the fair value of the
net assets of the subsidiary acquired, the
difference is recognised directly in the income
statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses
are also eliminated but considered an impairment
indicator of an impairment of the asset transferred.
Accounting policies of subsidiaries have been
changed where necessary to ensure consistency
with the policies adopted by the Group.

In the Company’s balance sheet, the investments
in subsidiaries are stated at cost less provision
for impairment losses (Note 2.11). The results
of subsidiaries are accounted by the Company
on the basis of dividend received and receivable.

Associates

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20%
and 50% of the voting rights. Interests in
associates are accounted for using the equity
method of accounting and are initially recognised
at cost. The Group’s interests in associates
includes goodwill (net of any accumulated
impairment losses) identified on acquisition (Note
2.10).

The Group’s share of its associates’ post-
acquisition profits or losses is recognised in
the income statement, and its share of post-
acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition
movements are adjusted against the carrying
amount of the investment. When the Group’s
share of losses in an associate equals or exceeds
its interests in the associate, including any other
unsecured receivables, the Group does not
recognise further losses, unless it has incurred
obligations or made payments on behalf of the
associate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interests in the associates.
Unrealised losses are also eliminated unless
the transaction provides evidence of an
impairment of the asset transferred. Accounting
policies of associates have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

Dilution gains and losses in associates are
recognised in the consolidated income statement.

Jointly controlled entities

The Group’s investments in jointly controlled
entities are accounted for by proportionate
consolidation. The Group combines its share
of the jointly controlled entities’ individual income
and expenses, assets and liabilities and cash
flows on a line-by-line basis with similar items
in the Group’s financial statements. The Group
recognises the portion of gains or losses on
the sale of assets by the Group to the jointly
controlled entity that it is attributable to the
other venturers. The Group does not recognise
its share of profits or losses from the jointly
controlled entity that results from the Group’s
purchase of assets from the jointly controlled
entity until it resells the assets to an independent
party. However, a loss on the transaction is
recognised immediately if the loss provides
evidence of a reduction in the net realisable
value of current assets, or an impairment loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Segment reporting

A business segment is a group of assets and
operations engaged in providing products or services
that are subject to risks and returns that are different
from those of other business segments. A geographical
segment is engaged in providing products or services
within a particular economic environment that are
subject to risks and returns that are different from
those of segments operating in other economic
environments.

2.4

Foreign currency translation

(a)

Functional and presentation currency

ltems included in the financial statements of
each of the Group’s entities are measured using
the currency of the primary economic
environment in which the entity operates (the
“functional currency”). The consolidated financial
statements are presented in HK dollars, which
is the Company’s functional currency and
presentation currency.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the income
statement, except when deferred in equity as
qualifying cash flow hedges.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation (continued)

(c)

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency
as follows:

(i) assets and liabilities for each balance sheet
presented are translated at the closing
rate at the date of that balance sheet;

(i) income and expenses for each income
statement are translated at average
exchange rates (unless this average is not
a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at
the dates of the transactions); and

(i) all resulting exchange differences are
recognised as a separate component of
equity.
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Buildings comprise mainly offices and warehouses.
Buildings are shown at fair value, based on periodic
valuations by external independent valuers, less
subsequent depreciation. Any accumulated
depreciation at the date of revaluation is eliminated
against the gross carrying amount of the asset and
the net amount is restated to the revalued amount
of the asset. All other property, plant and equipment
are stated at historical cost less depreciation and
impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part
is derecognised. All other repairs and maintenance
are charged to the income statement during the
financial period in which they are incurred.

Increases in the carrying amount arising on revaluation
of buildings are credited to other reserves in
shareholders’ equity. Decreases that offset previous
increases of the same asset are charged against
other reserves directly in equity; all other decreases
are charged to the income statement. Each year
the difference between depreciation based on the
revalued carrying amount of the asset and depreciation
based on the asset’s original cost is transferred from
other reserves to retained earnings.
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(All amounts in HK dollar thousands unless otherwise stated)

2 FESIBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

25 ¥ BERSZE (B) 2.5 Property, plant and equipment (continued)
ME - BERZENTEFRANR Depreciation of property, plant and equipment is
THEETAIE R F MK AN E calculated using the straight-line method to allocate
HEREREIEEFBREER cost or revalued amounts to their residual values
i over their estimated useful lives, as follows:

- BF 1562 50F sk IR FsA A F B (ARRFE & R %)
Buildings 15-60 years or over the terms of the unexpired

leases, whichever is shorter

— HEWEERE AF IR TR AN FE (AREE %)

Leasehold 4 years or over the terms of the unexpired leases,

improvements whichever is shorter

—  H 5E8HF

Motor vehicles 5-8 years
- RA KELXR®E 3E8F

Furniture, fixtures and 3-8 years

equipment
BENFSEELTERFHE The assets’ residual values and useful lives are
BREAEZERETRY  REBEE reviewed, and adjusted if appropriate, at each balance
g & o sheet date.
EEEMNEEESREMEI TR An asset’s carrying amount is written down immediately
EE{E - A &R E 8 BN #OR 2 7] to its recoverable amount if the asset’s carrying amount
Wel &g (ffE2.11) o is greater than its estimated recoverable amount
(Note 2.11).

B B W s ok B B 1R B P15 5K R Gains and losses on disposals are determined by
EHEREENEZESET ABRERF comparing proceeds with carrying amount and are
Hlm—FE - BHEEMHE recognised within other gains - net, in the income
ERN BEHcEENEMREESE statement. When revalued assets are sold, the
ZRERER - amounts included in other reserves are transferred

to retained earnings.
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oA EEBREGLFETTH
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MEE -
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(B BIEERS) - BT 2 RGBT T R E L)

(All amounts in HK dollar thousands unless otherwise stated)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6

2.7

Construction in progress

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

Property under development/property held
for sale

Property under development/property held for sale
is stated at lower of cost and net realisable value.
Net realisable value is the estimated selling price in
the ordinary course of business, less the estimated
costs to completion and estimated costs necessary
to make the sale.

Cost comprises acquisition cost, construction cost
and other costs directly attributable to the development
of the property.
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2 FEEHBE #E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.8 REYE 2.8 Investment properties
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EMEE - A SRR EMR Z
BEHFR - R FWIBEEH
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BIE AR ISR T B R ER K
MRBAESREBAE - HEFEM-E
EREBBERGBEENZSSH N
Y46 51 I B i S0 BB E A AE 1T
Al - REEEREREYEME
EERAMBEEETNERNRKR
BYME BERIABERE-

BREMEN AR EBERR (BFEE
) RERBEHENHS WA - &
EREBETHEATRRAKEE
WEESUWA -

RABEMRBR  EREUEET
MEFHNEMRSALE - hE
BenbimnhERSAE B
JIRKREMEN L BBENRE
HERE MEM  BRERIEH
EHE - NEMBHRRIIK
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Property that is held for long-term rental yields or
for capital appreciation or both, and that is not
occupied by the entities within the Group, is classified
as investment property.

Investment property is measured initially at its cost,
including related transaction costs.

After initial recognition, investment property is carried
at fair value. Fair value is based on active market
prices, adjusted, if necessary, for any difference in
the nature, location or condition of the specific asset.
If this information is not available, the Group uses
alternative valuation methods such as recent prices
on less active markets or discounted cash flow
projections. These valuations are performed in
accordance with the guidance issued by the
International Valuation Standards Committee annually
by external valuers. Investment property that is being
redeveloped for continuing use as investment property,
or for which the market has become less active,
continues to be measured at fair value.

The fair value of investment property reflects, among
other things, rental income from current leases and
assumptions about rental income from future leases
in the light of current market conditions.

The fair value also reflects, on a similar basis, any
cash outflows that could be expected in respect of
the property. Some of those outflows are recognised
as a liability, including finance lease liabilities in respect
of land classified as investment property; others,
including contingent rent payments, are not recognised
in the financial statements.
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2 FEESHBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.8 REME (B)

2.8 Investment properties (continued)

HRXOBRABHEEZRBBHEN
AXREENSEBARBERARSE
B - MaxHB AR ANBER] SEFTE
B T AEEENREES -
MEEMEERRERAEESE
MR AR ERRHE -
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HAb U st — F5 o
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BN BERME  BENMKRE
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REHENMSEEREKA - 3B
CTHEZIEZEREARBERE
MERNME  BOBRME B
FEREELZXAIIE  BEER
ERERTKA/L  BREHD
BRREMELHRRRENE
FORR ©

RipEESTER6 EWE -
BB K me X EEE BER®
HEMKABREYME  ZBEER
HEDHNREERRN AL EBED
TEH%%EET’EE¥EP5§§L\#%¥
s RREBEOER - A
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SR IBERTER o

RIBEEBMBRELERS - FHEH
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’%E‘JiE/;&DéEW \*E °

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are
charged to the income statement during the financial
period in which they are incurred.

Changes in fair values are recognised in the income
statement as part of the other gains - net.

If an investment property becomes owner-occupied,
it is reclassified as property, plant and equipment,
and its fair value at the date of reclassification becomes
its cost for accounting purposes. Property that is
being constructed or developed for future use as
investment property is classified as property, plant
and equipment and stated at cost until construction
or development is complete, at which time it is
reclassified and subsequently accounted for as
investment property.

If an item of property, plant and equipment becomes
an investment property because its use has changed,
any difference resulting between the carrying amount
and the fair value of this item at the date of transfer
is recognised in equity as a revaluation of property,
plant and equipment under HKAS 16. However, if
a fair value gain reverses a previous impairment loss,
the gain is recognised in the income statement.

Investment property held for sale without
redevelopment is classified within non-current assets
held for sale, under HKFRS 5.
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(All amounts in HK dollar thousands unless otherwise stated)

2 FESTEE#E)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9 Leasehold land and land use rights
Leasehold land and land use rights are up-front
payments to acquire long-term interests in the usage
of land. They are stated at cost and charged to the
income statement over the remaining period of the
lease on a straight-line basis, net of any impairment
losses.

2.10Intangible assets

(@)

Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired
subsidiary/associate/jointly controlled entity at
the date of acquisition. Goodwill on acquisitions
of subsidiaries and jointly controlled entities is
included in “intangible assets”. Goodwill on
acquisitions of associates is included in “interests
in associates” and is tested annually for
impairment as part of the overall balance.
Separately recognised goodwill is tested annually
for impairment and carried at cost less
accumulated impairment losses. Impairment
losses on goodwill are not reversed. Gains and
losses on the disposals of an entity include
the carrying amount of goodwill relating to the
entity sold.

Goodwill is allocated to cash-generating units
for the purpose of impairment testing. The
allocation is made to those cash-generating
units or groups of cash-generating units that
are expected to benefit from the business
combination in which the goodwill arose.

Toll road operating right

Toll road operating right is capitalised based
on the costs incurred to acquire the right and
is amortised using the straight-line method over
the remaining operating period.
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2 FEESHBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

210 B EE (B) 2.10Intangible assets (continued)
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(c) Service contracts
Service contracts are capitalised based on the
costs incurred to acquire the contracts and
are amortised using the straight-line method
over the remaining economic useful lives of the
contracts.

2.11Impairment of investments in subsidiaries,

associates, jointly controlled entities and
non-financial assets

Assets that have an indefinite useful life or have not
yet available for use are not subject to amortisation
and are tested annually for impairment. Assets that
are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-
generating units). Assets other than goodwill that
suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.
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(All amounts in HK dollar thousands unless otherwise stated)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12Financial assets

The Group classifies its financial assets in the following
categories: loans and receivables, held-to-maturity
financial assets and available-for-sale financial assets.
The classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets
at initial recognition.

(a)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. They are
included in current assets, except for those
with maturities greater than 12 months after
the balance sheet date which are classified as
non-current assets. Loans and receivables are
classified as “trade and other receivables” in
the balance sheet (Note 2.14).

Held-to-maturity financial assets
Held-to-maturity financial assets are non-
derivative financial assets with fixed or
determinable payments and fixed maturities that
the Group’s management has the positive
intention and ability to hold to maturity. If the
Group were to sell other than an insignificant
amount of held-to-maturity financial assets, the
whole category would be tainted and reclassified
as available-for-sale. Held-to-maturity financial
assets are included in non-current assets, except
for those with maturities less than 12 months
from the balance sheet date; these are classified
as current assets.
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2 FEESHBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2128 BEE (B) 2.12Financial assets (continued)

(c) AIEEZHKEE (c) Available-for-sale financial assets
AHEEECMBEERIENT Available-for-sale financial assets are non-
AT H - #HIETEAIER derivatives that are either designated in this

WEIBREMEMER - category or not classified in any of the other
fﬁf FEBEEREAERR categories. They are included in non-current
TZEAANLEZERE - assets unless management intends to dispose
BALEEEIEERDE of the investment within 12 months of the balance
EA e sheet date.

EHBEALHENMBEE Regular purchases and sales of financial assets
ERXRZHER-RHHIER are recognised on trade-date — the date on
EEEAFBAXHEZEE which the Group commits to purchase or sell
Z B - HRWIHFERAAEBE the asset. Investments are initially recognised
BRBEERIZENTE B at fair value plus transaction costs for all financial
BE HREVBERAAE assets not carried at fair value through income
BEMRZEAER - BRI statement. Financial assets are derecognised
BWRERSRENEFEE when the rights to receive cash flows from the
FIHA B EE - MAKE investments have expired or have been
BB R FT A R A IEI transferred and the Group has transferred
REREZRER - REIK substantially all risks and rewards of ownership.
TR o A ’%Zﬁﬂ%ﬁé Available-for-sale financial assets (except for
(B rh%ﬂi??ﬂ%‘i’&ft EBE unlisted equity investments that do not have
TEERAI ERTEMIE MRS quoted price in active market or whose fair value
?xéq) Higm A AnBEYER cannot be reliably measured) are subsequently

&R R YR RFE HH carried at fair value. Loans and receivables and
E’\J MBEEMNBERNEE held-to-maturity financial assets are carried at
RN AR ER o amortised cost using the effective interest

method.
’\*57%71 HEMEEEHE The translation differences on non-monetary

%E’J/ER%%EEVLEP i securities classified as available-for-sale are
373\ c N BARTHEENIEER recognised in equity. Changes in the fair value
MUEB SN AR BB ERE of non-monetary securities classified as available-
PR o for-sale are recognised in equity.

EWOoBAAHEEZES When securities classified as available-for-sale
EHSRER - EEETE at fair value are sold or impaired, the accumulated
RO R AR BEARIA fair value adjustments recognised in equity are
BaRNERIRERFNA included in the income statement as “gains and
] o losses from investment securities”.

I B2 AR B R A 7] Shenzhen International Holdings Limited | 111
|

%5 2006 Annual Report




AR e B R AR T ot

Notes to the Consolidated Financial Statements
(B4 BIFERAS) BT & BB LB T o A5 )

(All amounts in HK dollar thousands unless otherwise stated)

2 FESIBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

212 BEE (B)

2.12Financial assets (continued)
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Interest on available-for-sale securities calculated
using the effective interest method is recognised
in the income statement as part of “other gains
- net”. Dividends on available-for-sale equity
instruments are recognised in the income
statement as part of “other gains - net” when
the Group’s right to receive payments is
established.

The fair values of quoted investments are based
on current bid prices. If the market for a financial
asset is not active or its fair value cannot be
reliably measured, the Group states it at cost
less impairment.

The Group assesses at each balance sheet
date whether there is objective evidence that
a financial asset or a group of financial assets
is impaired. In the case of equity securities
classified as available-for-sale, a significant or
prolonged decline in the fair value of the security
below its cost is considered an indicator that
the securities are impaired. If any such evidence
exists for available-for-sale financial assets, the
cumulative loss — measured as the difference
between the acquisition cost and the current
fair value, less any impairment loss on that
financial asset previously recognised in the
income statement — is removed from equity
and recognised in the income statement.
Impairment losses recognised in the income
statement on equity instruments are not reversed
through the income statement. Impairment testing
of trade receivables is described in Note 2.14.
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2 FEESHBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2I3TTEM BT AREHES 2.13 Derivative financial instruments and hedging
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activities

Derivatives are initially recognised at fair value on
the date a derivative contract is entered into and
are subsequently remeasured at their fair value. The
method of recognising the resulting gain or loss
depends on whether the derivative is designated
as a hedging instrument, and if so, the nature of
the item being hedged. The Group designates
derivatives as hedges of a particular risk associated
with a recognised liability or a highly probable forecast
transactions (cash flow hedges).

The Group documents at the inception of the
transaction the relationship between hedging
instruments and hedged items, as well as its risk
management objectives and strategy for undertaking
various hedge transactions. The Group also documents
its assessment, both at hedge inception and on an
ongoing basis, of whether the derivatives that are
used in hedging transactions are highly effective in
offsetting changes in fair values or cash flows of
hedged items.

The fair value of the derivative instrument used for
hedging purpose is disclosed in Note 15. Movements
on the hedging reserve in shareholders’ equity are
shown in Note 21. The full fair value of a hedging
derivative is classified as a non-current asset or liability
when the remaining maturity of the hedge item is
more than 12 months. Trading derivatives are classified
as a current asset or liability.

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash
flow hedges are recognised in equity. The gain or
loss relating to the ineffective portion is recognised
immediately in the income statement within “other
gains - net”.
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2 FESIBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2IBPTEM BT AREHEE (8) 2.13 Derivative financial instruments and hedging
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activities (continued)

Amounts accumulated in equity are recycled in the
income statement in the periods when the hedged
item affects profit or loss (for example, when the
forecast sale that is hedged takes place). The gain
or loss relating to the effective portion of interest
rate swaps hedging variable rate borrowings is
recognised in the income statement within “finance
costs”. However, when the forecast transaction that
is hedged results in the recognition of a non-financial
asset (for example, inventory or property, plant and
equipment), the gains and losses previously deferred
in equity are transferred from equity and included
in the initial measurement of the cost of the asset.
The deferred amounts are ultimately recognised in
cost of goods sold in case of inventory, or in
depreciation in case of property, plant and equipment.

When a hedging instrument expires or is sold, or
when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in
equity at that time remains in equity and is recognised
when the forecast transaction is ultimately recognised
in the income statement. When a forecast transaction
is no longer expected to occur, the cumulative gain
or loss that was reported in equity is immediately
transferred to the income statement within “other
gains — net”.
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FESHEEK (&) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14 5 R H b B WGK

2.14Trade and other receivables
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Trade and other receivables are recognised initially
at fair value and subsequently measured at amortised
cost using the effective interest method, less provision
for impairment. A provision for impairment of trade
and other receivables is established when there is
objective evidence that the Group will not be able
to collect all amounts due according to the original
terms of the receivables. Significant financial difficulties
of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default
or delinquency in payments are considered indicators
that the trade receivable is impaired. The amount
of the provision is the difference between the asset’s
carrying amount and the present value of estimated
future cash flows, discounted at the original effective
interest rate. The carrying amount of the assets is
reduced through the use of an allowance account,
and the amount of the loss is recognised in the income
statement within “administrative expenses”. When
a trade receivable is uncollectible, it is written off
against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written
off are recognised in “other gains — net” in the income
statement.

2.15Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks and other short-
term highly liquid investments with original maturities
of three months or less.
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2 FESIBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.16 B 2.16 Share capital
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Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Where any Group company purchases the Company’s
equity share capital (treasury shares), the consideration
paid, including any directly attributable incremental
costs (net of income taxes), is deducted from equity
attributable to the Company’s equity holders until
the shares are cancelled or reissued. Where such
shares are subsequently reissued, any consideration
received (net of any directly attributable incremental
transaction costs and the related income tax effects)
is included in equity attributable to the Company’s
equity holders.

2.17 Trade payables

Trade payables are recognised initially at fair value
and subsequently measured at amortised cost using
the effective interest method.
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2 FEESHBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.18 EX 2.18 Borrowings
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Borrowings are recognised initially at fair value, net
of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognised in the income
statement over the period of the borrowings using
the effective interest method.

The fair value of the liability portion of a convertible
note is determined using a market interest rate for
an equivalent non-convertible bond. This amount
is recorded as a liability on an amortised cost basis
until extinguished on conversion or maturity of the
note. The remainder of the proceeds is allocated
to the conversion option. This is recognised and
included in shareholders’ equity, net of tax.

Convertible bonds with settlement options are
classified as financial liabilities instead of equity.
Embedded derivatives of the convertible bonds are
carried at fair value as derivative liability and the
changes in the fair value are recognised in the income
statement. The liability component of convertible
bonds is the balance after deducting the initial fair
value of the derivative liability of convertible bonds,
which is subsequently carried at amortised cost.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer settlement
of the liability for at least 12 months after the balance
sheet date.

2.19Borrowing costs

Borrowing costs incurred for the construction of any
qualifying asset are capitalised during the period
that is required to complete and prepare the asset
for its intended use. Other borrowing costs are
expensed when incurred.
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2 FESIBE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.20 IR IE P18 8K 2.20 Deferred income tax
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Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than a
business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantially
enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit
will be available against which the temporary
differences can be utilised.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
associates and jointly controlled entities, except where
the timing of the reversal of the temporary difference
is within the control of the Group and it is probable
that the temporary difference will not reverse in the
foreseeable future.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits

(a)

Pension obligations

The Group operates a defined contribution
retirement benefits scheme, Mandatory Provident
Fund (the “MPF Scheme”), under the Mandatory
Provident Fund Ordinance in Hong Kong for
all Hong Kong employees who are eligible to
participate in the MPF Scheme. Besides, the
Group participates in defined contribution
retirement schemes organised by the local
government authorities in the People’s Republic
of China (the “PRC”). Apart from these, the
Group has no legal or constructive obligations
for further payments.

A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate scheme. Contributions payable
or paid by the Group and employees are
calculated as a percentage of employees’ basic
salaries. The amounts of employee benefit
expenses charged to the income statement
represent the contribution payable or paid by
the Group to the scheme.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (continued)

()

Share-based compensation

The Company operates an equity-settled, share-
based compensation plan. The fair value of the
employee services received in exchange for
the grant of the options is recognised as an
expense. The total amount to be expensed over
the vesting period is determined by reference
to the fair value of the options granted, excluding
the impact of any non-market vesting conditions
(for example, profitability and sales growth
targets). Non-market vesting conditions are
included in assumptions about the number of
options that are expected to vest. At each balance
sheet date, the entity revises its estimates of
the number of options that are expected to
vest. It recognises the impact of the revision
of original estimates, if any, in the income
statement with a corresponding adjustment to
equity.

The proceeds received net of any directly
attributable transaction costs are credited to
share capital (nominal value) and share premium
when the options are exercised.

Profit sharing and bonus plans

The expected cost of profit sharing and bonus
payments are recognised as liabilities when the
Group has a present legal or constructive
obligation as a result of services rendered by
employees and a reliable estimate of the
obligation can be made.

Liabilities for profit sharing and bonus plans
are expected to be settled within the next 12
months and are measured at the amounts
expected to be paid when they are settled.
The amounts paid and payable are recognised
as employee benefit expense.
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2 FESHBE #E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.22 Wi R R 2.22 Revenue recognition
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Revenue comprises the fair value of consideration
received or receivable for the sales of services in
the ordinary course of the Group’s activities. Revenue
is shown, net of rebates and discounts and after
eliminating sales within the Group.

The Group recognises revenue when the amount
of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity
and specific criteria have been met for each of the
Group’s activities as described below. The amount
of revenue is not considered to be reliably measurable
until all contingencies relating to the sale have been
resolved. The Group bases its estimates on historical
results, taking into consideration the type of customer,
the type of transaction and the specifics of each
arrangement.

(a) Sales of services
Sales of services are recognised in the accounting
period when services are rendered.

(o) Toll revenue
Toll revenue from operation of toll roads is
recognised on a receipt basis.

(c) Interest income

Interest income is recognised on a time-
proportion basis using the effective interest
method. When a receivable is impaired, the
Group reduces the carrying amount to its
recoverable amount, being the estimated future
cash flows discounted at original effective interest
rate of the instrument, and continues unwinding
the discount as interest income. Interest income
on impaired loans is recognised using the original
effective rate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22Revenue recognition (continued)

(d) Dividend income
Dividend income is recognised when the right
to receive payment is established.

2.23 Operating lease

(@)  When a group company is the lessee
Leases where a significant portion of the risks
and rewards of ownership are retained by the
lessor are classified as operating leases.
Payments made under operating leases (net
of any incentives received from the lessor) are
charged to the income statement on a straight-
line basis over the period of the lease.

(b)  When a group company is the lessor
Assets leased out under operating leases are
included in investment properties in the balance
sheet. Rental income (net of any incentives given
to lessees) is recognised on a straight-line basis
over the period of the lease.

2.24Deferred income — government grants
Grants from the government are recognised at their
fair value where there is a reasonable assurance
that the grant will be received and the Group will
comply with all attached conditions.

Government grants relating to costs are deferred
and recognised in the income statement over the
period necessary to match them with the costs that
they are intended to compensate.

Government grants relating to the purchase of
property, plant and equipment are included in non-
current liabilities as deferred government grants and
are credited to the income statement on a straight-
line basis over the expected lives of the related assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25Dividend distribution
Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.

FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors
The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, fair value
interest rate risk and cash flow interest rate risk),
credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. The Group uses derivative
financial instruments to hedge certain risk exposure.

(a) Currency risk
The Group mainly operates in the PRC with
most of the transactions settled in Renminbi
(“RMB”). It did not have significant exposure
to foreign exchange risk. Nevertheless, the
exchange rate of RMB to foreign currencies is
subject to the rules and regulations of foreign
exchange control promulgated by the PRC
government.

(b) Credit risk

The Group has no significant concentrations
of credit risk. The Group has policies in place
to ensure that sales of services are made to
customers with an appropriate credit history.
Derivative counter-parties and cash transactions
are limited to high credit quality financial
institutions.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(©)

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and the availability
of funding through an adequate amount of
committed credit facilities. Due to the dynamic
nature of the underlying businesses, the Group
aims to maintain flexibility in funding by arranging
banking facilities and other external financing.

Cash flow and fair value interest rate risk

As the Group has no significant long-term
interest-bearing assets, the Group’s income
and operating cash flows are substantially
independent of changes in market interest rates.

The Group’s interest rate risk arises from
borrowings. Borrowings issued at variable rates
expose the Group to cash flow interest rate
risk.

The Group manages its cash flow interest rate
risk by using floating-to-fixed interest rate swaps.
Such interest rate swaps have the economic
effect of converting borrowings from floating
rates to fixed rates. Generally, the Group raises
borrowings at floating rates and swaps them
into fixed rates that are lower than those available
if the Group borrowed at fixed rates directly.
Under the interest rate swaps, the Group agrees
with other parties to exchange, at specified
intervals (mainly half-yearly), the difference
between fixed contract rates and floating rate
interest amounts calculated by reference to the
agreed notional principal amounts.
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FINANCIAL RISK MANAGEMENT (continued)

3.2 Fair value estimation

The fair value of financial instruments traded in active
markets (such as trading and available-for-sale
securities) is based on quoted market prices at the
balance sheet date. The quoted market price used
for financial assets held by the Group is the current
bid price.

The fair value of financial instruments that are not
traded in an active market (for example, over-the
counter derivatives) is determined by using valuation
techniques. The Group uses a variety of methods
and makes assumptions that are based on market
conditions existing at each balance sheet date. Quoted
market prices or dealer quotes for similar instruments
are used for long-term debt. Other techniques, such
as estimated discounted cash flows, are used to
determine fair value for the remaining financial
instruments. The fair value of interest rate swaps is
calculated as the present value of the estimated
future cash flows. The fair value of the derivative
liability of the convertible bonds is determined with
reference to the results of valuations performed by
independent, professionally qualified valuers.

The nominal value less impairment provisions of trade
and other receivables and the nominal value of trade
and other payables approximate their fair values.
The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest
rate that is available to the Group for similar financial
instruments.
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CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS

Estimates and judgments are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.

Estimate of fair value of acquired assets and liabilities
from the acquisition of a jointly controlled entity.

During the year, the Group completed the acquisition of
43% equity interest in Citic Fritz Logistics Co., Ltd. (“Citic
Fritz”). Details of the acquisition are set out in Note 39.
In accordance with HKFRS 3, the acquired identifiable
assets and liabilities and contingent liabilities assumed
are measured at fair value on the acquisition date in order
to determine the difference between the cost of acquisition
and the fair value of the Group’s share of net assets
acquired.

In order to determine the fair value of identifiable assets
and liabilities in the acquisition, the directors of the Company
considered that the only major intangible assets of Citic
Fritz which are subject to fair value adjustment are the
service contracts signed with a customer. The fair value
of the service contracts was determined by the directors
of the Company based on the estimated discounted cash
flows arising from the service contracts.
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(All amounts in HK dollar thousands unless otherwise stated)

2 BEH

EEHEHR - EB D
R=BEAF+=A=1—A  ~%H
RBEARNEREES A= EEHH
-

(1) WRRAABES

(2) BEZR: R

(38) HEXTS o

SEGMENT INFORMATION

Primary reporting format - business segments
As at 31 December 2006, the Group and its associates
are organised into three main business segments:

(1) Logistics and related business;
(2) Investment holding; and

(3) Manufacturing business.

I B2 AR B R A 7] Shenzhen International Holdings Limited | 127

43R 2006 Annual Report ]




AR e B R AR T ot

Notes to the Consolidated Financial Statements
(B4 BIFERAS) BT & BB LB T o A5 )
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5 o2ITER (&) 5 SEGMENT INFORMATION (continued)
BE-_ZEZERFT-A=+—HLEFE Year ended 31 December 2006
MR EEER
Logistics REZR BUEERK
and related  Investment Manufacturing BE
business holding business Total
EEE Turnover
- A5HE - The Group 425,567 — — 425,567
— BB E DR Rt - Share of associates 393,302 — 755,743 1,149,045
818,869 — 755,743 1,574,612
BERA/HDEE Operating profit/Segment result 89,684 22,384 — 112,068
E(LE 2 N R BF,/ (B518) Share of profit/(loss) of associates 179,349 (13,305) 90,032 256,076
BRERIEKARAF  Profit before interest and tax 269,033 9,079 90,032 368,144
B A Finance income 28,607
AR Finance costs (81,643)
ABREFITE Fair value loss on
BEAREE derivative liability of
BEHELNER convertible bonds (82,449)
AR — %5 Finance costs - net (135,485)
BREATE A Profit before income tax 232,659
g Income tax expense (9,952)
EEMAR Profit for the year 222,707
BE Assets 1,608,244 958,765 — 2,567,009
/NG Associates 2,154,480 — 658,100 2,812,580
BmEE Total assets 3,698,704 958,765 722,120 5,379,589
&f Liabilities (649,206)  (1,040,349) —  (1,689,555)
Htta2BEE Other segment items
BARHEY Capital expenditure 79,642 154 — 79,796
e Depreciation 16,153 3,169 — 19,322
B Amortisation 44,161 253 — 44,414
HELHRLTH Reversal of impairment of
FRERERE leasehold land and
B[ land use rights (7,549) — — (7,549)

# (T

w For reference only
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DEER (&) 5 SEGMENT INFORMATION (continued)
BE-_ZEFTRF+-A=+—HLEFE Year ended 31 December 2005
MR R EEER
Logistics REER BUEERK
and related  Investment Manufacturing k]
business holding business Total
EER Turnover
—A5E - The Group 290,318 26,641 — 316,959
— FE (B A B Eh (D - Share of associates* 297,116 — 621,532 918,648
587,434 26,641 621,532 1,235,607
RERF/ 2BEE Operating profit/Segment result 35,660 95,422 — 131,082
R E R E BN Share of profit of associates 162,319 — 91,851 254,170
BB BB BAARAR  Profit before interest and tax 197,979 95,422 91,851 385,252
B i s Flinance income 4,744
SRR Finance costs (25,780)
MK — 558 Finance costs — net (21,036)
BRE AR A Profit before income tax 364,216
M Income tax expense (4,244)
FEMF Profit for the year 359,972
BE Assets 1,618,919 204,816 — 1,828,735
k=N Associates 1,931,826 — 712,933 2,644,759
BmEE Total assets 3,550,745 204,816 712,933 4,468,494
g Liabilities (751,152) (545,496) —  (1,296,648)
Hitt 2 3EE Other segment items
BARY Capital expenditure 750,133 123 = 750,256
e Depreciation 13,104 1,532 — 14,636
g Amortisation 19,721 646 — 20,367
YR ER Impairment of receivables 2,966 = = 2,966
e 2 sH 2 BBk Recovery of bad debts written off — (20,036) — (20,036)
AHHE HBEE Impairment of available-for-sale
B financial assets 5,234 — — 5,234
MELH R TH Reversal of impairment of
FRERERE leasehold land and
& land use rights (27,540) — — (27,540)

# (e

i For reference only
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(All amounts in HK dollar thousands unless otherwise stated)

DHERER (B

DEHEELTEBREYE « BB MEHE -
REWER MET R LHMERE &
BTiE  BYEE  BEQRER A
HHEZHBEE BRTYE  FE
ME  FHEREMEREREZERE -

DHAERREER  UREREERE
7 BNAER  TERE  PEERR
ERREERE -

BEARASZBREEME - BELREHE &
By MEITHRIHERE - EE
IREREFEENRE  BRREEBKE
HRZFHEEBRAAEENIE (Wi
678 9%10) °
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SEGMENT INFORMATION (continued)

Segment assets consist primarily of property, plant and
equipment, investment properties, leasehold land and
land use rights, construction in progress, intangible assets,
interests in associates, available-for-sale financial assets,
derivative assets, property under development, property
held for sale, trade and other receivables and operating
cash.

Segment liabilities comprise borrowings, convertible note
and bonds, income tax payable, derivative liabilities, amount
due to a minority shareholder and operating liabilities.

Capital expenditure comprises additions to property, plant
and equipment, investment properties, leasehold land
and land use rights, construction in progress and intangible
assets, including additions resulting from acquisition of
a jointly controlled entity (Notes 6, 7, 8, 9 and 10).
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DEBER (&) 5 SEGMENT INFORMATION (continued)
RERERN — @5 3 Secondary reporting format - geographical
segments
REEN=ZEAXBHHBEEERPBL The Group’s three business segments operate in Hong
& o Kong and the PRC.
2006 2005

R Turnover
BE Hong Kong —_ —
s The PRC 425,567 316,959

425,567 316,959
EEERBEPAEMREETHR ° Turnover is allocated based on the territory in which the

customer is located.

2006 2005

BMEE Total assets

a5 Hong Kong 846,702 91,982

s The PRC 4,532,887 4,376,512
5,379,589 4,468,494

REERBEEMEMIM DK

Total assets are allocated based on where the assets

are located.
2006 2005
BEXREX Capital expenditure
BB Hong Kong 154 123
=8 The PRC 79,642 750,133
79,796 750,256

BARXREBEEEMEMI DR

Capital expenditure is allocated based on where the assets
are located.
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5 SFER &) 5 SEGMENT INFORMATION (continued)
EERER D Analysis of turnover by category
2006 2005
Y7 BR 75 Uk 2 Revenue from logistic services 276,641 234,210
&N g Revenue from toll road 142,257 49,976
% B A Dividend income 6,669 32,773
425,567 316,959
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(All amounts in HK dollar thousands unless otherwise stated)

6 PE -BERRXE-£E PROPERTY, PLANT AND EQUIPMENT - GROUP
#a-
EERRE
RENFEE EH  Furniture,
BF  Leasehold Motor fixtures and At
Buildings improvements vehicles  equipment Total
R-22AF-A-R  At1January 2005
RAREE Cost or valuation 224,300 6,755 15,611 44,286 290,952
2E Accumulated depreciation (9,738) (4,384) (8,705) (17,822) (40,649)
REFE Net book amount 214,562 2,371 6,906 26,464 250,303
HZ-221% Year ended
tZA=t-RALFE 31 December 2005
ENREFE Opening net book amount 214,562 2,371 6,906 26,464 250,303
Wi R Acquisition of a jointly
EENT controlled entity 1,123 — 276 6,819 8,218
ER Additions 10,490 7 1,763 5,173 17,433
ERIREA Transfer from construction
(Hz9) in progress (Note 9) 41,021 — — 308 41,329
mE Disposals — — (1,655) (169) (1,824)
ERER Exchange differences 4,082 35 130 515 4762
neE Depreciation (5,783) (770) (2,247) (5,836) (14,636)
FREmFE Closing net book amount 265,495 1,643 5,173 33,274 305,585
R-ZEn% At 31 December 2005
t-A=+-H
RAREE Cost or valuation 281,525 6,839 12,915 59,264 360,543
2E Accumulated depreciation (16,030) (5,196) (7,742) (25,990) (54,958)
REFE Net book amount 265,495 1,643 5,173 33,274 305,585
HZE-EZ/% Year ended 31 December 2006
t-A=t-ALFR
ENREFE Opening net book amount 265,495 1,643 5,173 33,274 305,585
Wi B 2t D 2 Acquisition of a jointly
EBAH controlled entity — 467 15,702 257 16,426
ER Additions 978 151 4,697 14,988 20,814
ERIRBEA Transfer from construction
(Hz9) in progress (Note 9) 57,602 — 7 2,080 59,689
e Disposals (514) — (431) (185) (1,130)
ELER Exchange differences 8,449 42 162 1,162 9,815
ik Depreciation (7,707) (384) (3,810) (7,421) (19,322)
FRERFE Closing net book amount 324,303 1,919 21,500 44,155 391,877
RZBERE At 31 December 2006
t=A=+-H
AT (E(E Cost or valuation 348,463 7,748 29,995 77,779 463,985
2E Accumulated depreciation (24,160) (5,829) (8,495) (33,624) (72,108)
REFE Net book amount 324,303 1,919 21,500 44,155 391,877
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(All amounts in HK dollar thousands unless otherwise stated)

6 ME BERRZKE-£E @) 6 PROPERTY, PLANT AND EQUIPMENT - GROUP
(continued)
WEHFTE®10,674,000C (ZFZH Depreciation of HK$10,674,000 (2005: HK$5,850,000)
£ B®5, 850,0000m) KB and HK$8,648,000 (2005: HK$8,786,000) has been
8,648,000t (ZZEZTRHF : B expensed in cost of sales and administrative expenses
8,786,000 T) M AIFESHE K AN K E 12 respectively.
BRPH -
FEFRELKAEENR  BESHE If buildings were stated on the historical cost basis, the
R amounts would be as follows:
2006 2005
B AR Cost 362,360 295,233
E i Accumulated depreciation (29,808) (21,666)
BREFE Net book amount 332,552 273,567
RZEBEEXF+_A=+—H ' L& The analysis of the cost or valuation at 31 December
ENKARSEEITET : 2006 of the above assets is as follows:
HE
EERRE
HENXEL E&H  Furniture,
BF  Leasehold Motor fixtures and I
Buildings improvements vehicles  equipment Total
BRA At cost - 7,748 29,995 77,779 115,522
RiGE At valuation 348,463 — — — 348,463
348,463 7,748 29,995 77,779 463,985
RZZEFERFF+-_A=+—H ' Edl&E The analysis of the cost or valuation at 31 December
ENKARSEEITET : 2005 of the above assets is as follows:
KE
RERRHE
HENXEL E#H  Furniture,
BF  Leasehold Motor fixtures and I
Buildings improvements vehicles  equipment Total
BRA At cost - 6,839 12,915 59,264 79,018
Bt At valuation 281,525 — — — 281,525
281,525 6,839 12,915 59,264 360,543
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(All amounts in HK dollar thousands unless otherwise stated)

7 BREYVX-£E 7 INVESTMENT PROPERTIES - GROUP
2006 2005

F 1) Beginning of the year 19,230 11,000
NE Additions — 3,270
FRETRREEA Transfer from construction

(B12£9) in progress (Note 9) —_ 2,160
AnEEKE (BEE Fair value gains (included in

[E fth a5 — F58]) “other gains - net”) (Note 28) 480 2,498

(Kt7E28)
EHZEHE Exchange differences — 302
FR End of the year 19,710 19,230
REMERE_TETF+-_A=+—H The investment properties were revalued at 31 December
MBEYEXSERGEEMZENFERR 2006 by independent, professionally qualified valuers,
NAEIEH - FIEMENHESREAR Greater China Appraisal Limited. Valuations were based
MSNERERERT - on current prices in an active market for all properties.
AEEEREYFENERZAREFE The Group’s interests in investment properties at their
DR net book values are analysed as follows:

2006 2005

IR EBAIMNDE Outside Hong Kong, held on:
S0FHAA EMMEE Leases of over 50 years 19,710 19,230
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8 HEIHERIHFERAE-£H 8 LEASEHOLD LAND AND LAND USE RIGHTS -
GROUP
AEBEEHESIH R T RAENER The Group’s interests in leasehold land and land use
EENZEREN  KEEREFESIT rights represent prepaid operating lease payments and
(N their net book values are analysed as follows:
2006 2005
URES In Hong Kong, held on:
10 E50F A E Leases of between 10 to 50 years 42,987 38,987
SOFEAA S Leases of over 50 years 3,092 3,116
46,079 42,103
R BE B AN E Outside Hong Kong, held on:
10 E50F WA E Leases of between 10 to 50 years 65,856 14,958
SOFEAA S Leases of over 50 years 34,088 9,376
RINAHEBHMNEE Leases with unspecified periods* 5,312 79,337
105,256 108,671
151,335 145,774
* RE-ZTAFS—_A=+—H ZSHAELTH * As at 31 December 20086, the legal procedures for obtaining certificates
Y b AR RS 2 M E SR o of these land use rights are not yet completed.
2006 2005
FYREFE Opening net book amount 145,774 120,886
WERE 2 EE (AfiE28) Reversal of impairment (Note 28) 7,549 27,540
i Amortisation (4,438) (4,671)
ERERE Exchange differences 2,450 2,019
FREREFE Closing net book amount 151,335 145,774
9 HEIR-5H 9 CONSTRUCTION IN PROGRESS - GROUP
2006 2005
F4 Beginning of the year 54,362 42,904
R Additions 15,335 54,106
HAME  BEKR Transfer to property,
= (Hite) plant and equipment (Note 6) (59,689) (41,329)
EAREWE Transfer to investment
(BraE7) properties (Note 7) — (2,160)
EHZEHE Exchange differences 1,677 841
FIR End of the year 11,685 54,362
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10 BREE-KE 10 INTANGIBLE ASSETS - GROUP
WE N
BEE Toll road REEH
HE Negative  operating Service &t
Goodwill goodwill right contracts Total

R=Z2FEF-F-A  At1January 2005

A Cost 9,175  (251,856) - —  (242,681)
s §ic Accumulated amortisation (1,114) 113,565 — — 112,451
REFE Net book amount 8,061 (138,291) — — (130,230)
BEZ-Z2Z1fF Year ended

T-A=t-ALEFE 31 December 2005
FOREFE Opening net book amount 8,061 (138,291) — — (130,230)
RIEEREES Derecognition of

negative goodwill — 138,291 — — 138,291

Wi B 2t D 42 Acquisition of a jointly

EBAH controlled entity - - 667,229 - 667,229
3 Amortisation — — (15,696) — (15,696)
EREH Exchange differences 76 — — — 76
EREEFE Closing net book amount 8,137 — 651,533 — 659,670
R-BBRE At 31 December 2005

t=A=t-H

A Cost 8,137 - 667,229 - 675,366
s §ic Accumulated amortisation — — (15,696) — (15,696)
REFE Net book amount 8,137 — 651,533 — 659,670
BE-Z2Z/E Year ended

T-A=+t-ALEFE 31 December 2006
ENREFE Opening net book amount 8,137 - 651,533 — 659,670
Wi B 2t D 42 Acquisition of a jointly

ERAA controlled entity - - — 27,221 27,221
3 Amortisation - — (39,210) (766) (39,976)
EXEH Exchange differences 131 — 5,562 — 5,693
FRERFE Closing net book amount 8,268 — 617,385 26,455 652,608
R=BERE At 31 December 2006

\ +ZA=1-H

A Cost 8,268 — 672,791 27,221 708,280
R & Accumulated amortisation - - (54,906) (766) (55,672)
REFE Net book amount 8,268 — 617,885 26,455 652,608
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11 REBARZERS — A8 11 INVESTMENTS IN SUBSIDIARIES - COMPANY
FisE
Note 2006 2005
ELEMIRE  BRAE Unlisted investments, at cost 98,515 98,515
Y B AR 2 %R Amounts due from subsidiaries  (b) 2,712,557 2,540,436
2,811,072 2,638,951
VERIEEE Y Provision for impairment (251,183) (351,183)
2,559,889 2,287,768

(a) RZZBEEFE+-_A=+—H8 ' TEH (a
B AR ZHBHNREL2 -

(b) RARQRZIERBEEFRIIRZMMEL (D)
AERIBEREREREAEERE M
Br & # 143,186,000 (ZZEZTRHF :
7&#157,100,00070) BB R E
REERGFEIN RBBRE

RARBRBEEPIIRZEKHB AR
FIFRTI B R - 2B REKREAE

As at 31 December 2006, particulars of the principal
subsidiaries are set out in Note 42.

The amounts due from subsidiaries as included in the
Company’s non-current assets are unsecured and repayable
on demand. Except for an amount of HK$143,186,000
(2005: HK$157,100,000) which bears interest at prevailing
borrowing rates in Hong Kong, the remaining balances
are interest-free.

The amounts due from subsidiaries as included in the
Company’s current assets are unsecured, interest-free

iR o and repayable on demand.
12 REBEELNRzEZ &8 12 INTERESTS IN ASSOCIATES - GROUP

2006 2005
F9) Beginning of the year 2,644,759 2,320,260
N Additions 73,723 148,005
k= Disposals (99,430) —
JEIL B & AR ELE Share of profit of associates 256,076 254,170
2R B Dividend received (128,870) (105,041)
ERZERE Exchange differences 66,322 27,365
FIR End of the year 2,812,580 2,644,759
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(All amounts in HK dollar thousands unless otherwise stated)

12 RBEQTRzZER - K8 (&)

R-ZEBEENE+_A=1+—HHHEA
AR B EEE B 14,335,000t (=
TERE : #H%14,212,0007T) ©

R-ZBEXNERA-THEA  AEEH
FEBEQNRTREFEEERGERA
A(EAFEEE]) TKBRESERE
(TR ]) - RIBEFERSR - A&
B FE E#:£35,826,01 M EHIER B
DT EBARKRE @ ZEEES

SEEALEEELE84,696,000
T RN EEEEEEREE S
(MRYTMBREZ]) AERASEE T
— £ #)5#84,288,0007T IR & A
EAEEABFEREERZEL - UL
AERREAEERNFEERD REE
518 £ 58 A B 408,000+ WHIRTE
BaRMIHeKEEAN] -

NR-ZTBEEXFE-_A=-1+/\B  KXEAH
FEBERRRIERABROHERA
A(IFeR]) TABRES>ERE
(MR =mERSK]) - RZZFEZTRF+
ZHh AEBCZHNBRARBEEXRA
B ORI AR AR ([F@E]) 8RR
SRE—IFERBEREFNTERERR
BRBBAR(IAER]) EXHE
BILREBR BN BEERZIERARR
BT RIS RAMRALEE - RIFEYIE R
MEKE - AEBFE RIS R RE
MR Wle T RS BRI AT
BRRYISRBRDEETARKEME
AR E BB 48 70,000,0007T °

12

INTERESTS IN ASSOCIATES - GROUP (continued)
Interests in associates at 31 December 2006 include goodwiill
of HK$14,335,000 (2005: HK$14,212,000).

On 24 May 2006, a major associate of the Group, CSG
Holding Co., Ltd. (“CSG”), completed its share segregation
reform scheme (the “CSG Share Reform”). According to
the CSG Share Reform, the Group is required to transfer
its 35,826,011 shares to the holders of CSG ‘A’ shares.
The Group has incurred a loss on disposal of approximately
HK$84,696,000 as a result of transferring its portion of
non-listed shares to the holders of CSG ‘A’ shares. However,
Shenzhen Municipal State-owned Assets Supervision and
Administration Commission (“Shenzhen SASAC”) agreed
to pay the Group a cash amount of approximately
HK$84,288,000 to compensate the loss incurred due to
the CSG Share Reform. Therefore, the reduction of net
assets and the loss on disposal of the Group arising from
the CSG Share Reform were HK$408,000, which was
included in “other operating expenses” in the income
statement.

On 28 February 2006, a major associate of the Group,
Shenzhen Expressway Company Limited (“Shenzhen
Expressway”), completed its share segregation reform
scheme (the “SZE Share Reform”). In December 2005,
Xin Tong Chan Development (Shenzhen) Co., Ltd. (“Xin
Tong Chan”), a subsidiary of the Group, and another
Shenzhen Expressway’s non-listed shareholder, Shenzhen
Shen Guang Hui Highway Development Company (“Shen
Guang Hui”), entered into an agreement. Pursuant to which,
Shen Guang Hui would transfer on behalf of Xin Tong
Chan its portion of non-listed shares to the holders of
‘A’ shares of Shenzhen Expressway. As a result, upon
completion of the SZE Share Reform, the Group’s
shareholding in Shenzhen Expressway remained unchanged
and avoided a loss on disposal of approximately
HK$70,000,000 if the Group had to transfer its portion
of non-listed shares to the holders of ‘A’ shares of Shenzhen
Expressway.
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12 RBEQRzER - K8 (&)

MNR-ZTBERE-_A=-1+/X8  KEB
AR #6,760,000tRELE THE
EHRYFBERRIEEERAAR
HoenWERG —HBIE=A21
A CEXALEBBHEBEABE
2,756,000 - R=ZZEZEXNFWMA+=
B NEBENERG6,200,000THRE
HETERANREEREIREEEBEER
RAEH25%MiERGLEE (BB A
RAr ZARBEEEE—HE2EE
KRB AR EXLE NGB ABE
114,0007T ° & il /i B & A & H
SEEBET A 2,642,000TH RN B R
K [EMELEERINA -
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12

INTERESTS IN ASSOCIATES - GROUP(continued)

On 26 February 2006, the Group disposed of its entire
26% interest in Shenzhen Xin Li Xin Concrete Industrial
Company Limited at a consideration of RMB6,760,000
to an independent third party, resulting in a loss of
HK$2,756,000. On 12 April 2006, the Group disposed
of its entire 25% interest in Dongguan CSG Architectural
Glass Co., Ltd. at a consideration of HK$6,200,000 to
CSG (HK) Limited, a wholly-owned subsidiary of CSG,
resulting in a gain of HK$114,000. The net loss on disposals
of the above two associates amounting to HK$2,642,000
was included in “other operating expenses” in the income
statement.
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12 REBEQARzERZ &8 (&) 12 INTERESTS IN ASSOCIATES - GROUP(continued)
FEBE AT (2E AR R E A The results, assets and liabilities of the Group’s principal
MY ZAR)MES  EEMEBREDN associates, all of which are incorporated in the PRC,
N are as follows:

BHEER %
EE 8% WA B % Interest
&8 Name Assets Liabilities Revenue Profit held
ZEERE 2006
AER Shenzhen Expressway 10,241,454 3,685,332 1,159,974 565,164 30.85
HREE CSG 6,726,547 3,803,367 2,886,466 318,082 22.86
K2EBEIREEAR  Tianjin CSG Architectural Glass
Nal((REER]) Co., Ltd. (“Tianjin CSG") 544,177 275,969 383,586 69,345 25
FIEDMRBERAA  Shenzhen Western Logistics
([mgmml) Co., Ltd. (“Western Logistics”) 440,646 15,718 46,567 12,502 20
17,952,824 7,780,386 4,476,593 965,093
s 3 5% 2005
AMER Shenzhen Expressway 9,691,649 3,563,996 867,737 527,326 30.03
HREHE CSG 5,311,792 2,689,763 2,183,832 303,105 26.40
REBR Tianjin CSG 468,902 235,354 246,040 46,621 25
[ii¥bin Western Logistics 416,229 16,896 37,553 10,607 20
15,888,572 6,506,009 3,335,162 887,659
BERARMIGHRENBERFER I AR The fair value of interests in associates for which there
BEHT : are published price quotations is as follows:
2006 2005
I R Shenzhen Expressway 3,325,258 2,527,451
MK E CSG 2,501,987 1,211,771
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13

HEZHERLAR -&H

REBELRIIEHIE QA RFRYI TS
LIREGRIEEE AL AR A A ([#5
1) - Jade Emperor Limited
([JEL)) RAEREFT 2 AIFFHE50%
45% K 43% - WHREEREA
MY - KEEE T E RIREEH
EEMREBRT - JELRHSHEEM
FRA c iSEEE AR EER - PERE
AREERFRIBENLRIZEG E
AR ([HFE39) - KEEE AWK KA
e

AT E&RRAEEERFZEGERAF
MEBEEMEBE  ARHEMERT RS
MDER - WIAGRAEERBERMEBR
KA

13

INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES - GROUP

The Group has 50%, 45% and 43% interests in three
jointly controlled entities, namely Shenzhen Airport
International Express Supervision Center Co., Ltd. (“Airport
Express”), Jade Emperor Limited (“JEL”) and Citic Fritz,
respectively. Airport Express was incorporated in the PRC
with principal activities of providing customs supervision
and express cargo handling services. JEL was incorporated
in the Cayman Islands with principal activity of investment
holding. Citic Fritz is a newly acquired jointly controlled
entity (Note 39). It is engaged in logistics and related
business.

The following amounts represent the Group’s share of
the assets and liabilities, and sales and results of the
jointly controlled entities which are included in the
consolidated balance sheet and income statement:

2006 2005
BE Assets
ERBEE Non-current assets 694,451 684,431
MENEE Current assets 60,261 44,645
754,712 729,076
=R Liabilities
mEaE Current liabilities 54,130 62,557
REE Net assets 700,582 666,519
WA Income 183,958 75,159
%A Expenses (129,006) (51,572)
FEEAF Profit for the year 54,952 23,587

R=BEAET-A=+—0  £%H
TR S IR B B 2 R M 5 R AE
@B RERER (CFFRE ) -
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As at 31 December 2006, there are no contingent liabilities
and commitments (2005: Nil) relating to the Group’s interests
in the jointly controlled entities.
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14 OJHHEECZHEEE-& 14 AVAILABLE-FOR-SALE FINANCIAL ASSETS -

GROUP
2006 2005
F9) Beginning of the year 160,811 216,594
RO BEAR Opening fair value adjustment — (23,199)
NREERT (BE) Fair value gains/(losses)

AR (MiE21) transferred to equity (Note 21) 4,961 (24,147)
BE* Disposals * (50,782) (5,838)
BB A Impairment — (5,234)
EHZEHE Exchange differences 693 2,635
Fr End of the year 115,683 160,811

Available-for-sale financial assets include the following:

AHHEZHMBEERRENAT ¢

2006 2005

tmES BAREE: Listed securities, at fair value:

—EEE-FA - Equity securities — Hong Kong 31,978 27,353
ENFAMSZIELETHES Unlisted securities without

A B active market, at cost less

WEEE impairment:

— (AR — Cost 107,800 157,553

—BEREE — Impairment (24,095) (24,095)

83,705 133,458
115,683 160,811

EmEEME Market value of listed securities 31,978 27,353

¥ BEEEHEFRITIEE R R ABBREA AR
R2006%F 127 + ZREBLA R#96,000,0004 &
TN T8RS R 8 B R 2 715 % AR 1A 7 55 (B¢
ER AR R - R FEM43,739,0007T (Hf
5128) °

Disposals represent the disposal of interests in Shenzhen Meiguan
Highway Company Limited. In December 2006, the Group disposed
of its entire 5% interest in Shenzhen Meiguan Highway Company Limited
at a consideration of RMB96,000,000 to the Group’s associate company,
Shenzhen Expressway, resulting in a gain of HK$43,739,000 (Note
28).
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15

16

T & BB LB F T B EN)

TTEMEIA-& 15 DERIVATIVE FINANCIAL INSTRUMENTS - GROUP
2006 2005
FEFHE 4 — Interest rate swaps —
ReMEE A cash flow hedges (1,758) 1,343

R-FERNF+-_A=1+—H REE
NERBEONBEAST/ER

293,000,000 (Z—EEZT HF : B
314,000,0007T) °
HHIEERSHBEA T —TF=A=+

_Elo

BEZHMZYBRE - KB

16

The nominal principal amounts of the outstanding interest
rate swap contract at 31 December 2006 are
HK$293,000,000 (2005: HK$314,000,000).

The maturity date of the hedged item is 31 March 2010.

HELD-TO-MATURITY FINANCIAL ASSETS -
GROUP

2006
F4 Beginning of the year —
B — Al KA A R IR Additions - Callable range accrual note
1 B8 B A Acquisition cost 116,880
FLEMA Interest income 1,337
FR End of the year 118,217
AR RBAETLREN - BEIAE The callable range accrual note is denominated in US

7%2007&10)%11 B ZEZEMNF B WK
AR BB FEELAL.25% B F &5t

=1
e

N

N
| ==
E+7T<

NE+TZRA=1— EITEHF
R EEEKREEMET

==
PN
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dollar with the maturity date on 11 October 2007. Interest
income on the note is calculated using the effective interest
method by applying the effective interest rate of 5.25%.

The fair value of the callable range accrual note at 31
December 2006 approximates its carrying value.
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17 SEVNE BRETYE-KEF 17 PROPERTY HELD FOR SALE/PROPERTY UNDER
DEVELOPMENT - GROUP
BREPYERIMERE  BEIERN Property under development represents land use rights
2005 EE - RAFE - BEBEEE acquired and related expenditures incurred in 2005. During
BREHANEZNELE - FTAEZY the year, management reclassified it as “property held
EoBRIGFEME] - for sale” with an intention to dispose of the asset in the

near future.

18 7§ & Hth FE R 18 TRADE AND OTHER RECEIVABLES
58 AF]
Group Company
2006 2005 2006 2005
TR Trade receivables 74,080 61,727 - —
B EIR Less: Provision for impairment
HERE of receivables (26) (1,902) — —
EY e Trade receivables
— 8 - net 74,054 59,825 - —
H h & W 5K Other receivables and
KRR * prepayments* 89,075 58,369 2,799 891
163,129 118,194 2,799 891
*  RO006FE12H12H » ANEE LT HIRESRE *  On 12 December 2006, the Group entered into an agreement with
BRAB]([FINBEFER]) EZT T UARKE Shenzhen Investment Holdings Company Limited (“SIHCL”) to acquire
230,000,0007T 9L 1B BRI L i PTEB 907540 % HE an additional 40% equity interest in Western Logistics at a consideration
w Bl (H7F40(b) ° B2006F12F31H + & of RMB230,000,000 (Note 40(b)). As at 31 December 20086, the acquisition
Bz Y g R TR - BRE AR A RIE23,000,0007T has not been completed and progress payments of RMB23,000,000
B FETHESZ K5 o [ 2 755 R LAt JEYL K 1T © were recorded under “trade and other receivables”.
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18 ¥R HMEWR (&) 18 TRADE AND OTHER RECEIVABLES (continued)

Trade receivables generally have credit terms of 30 to
120 days. As at 31 December 2006 and 31 December
2005, the ageing analysis of the trade receivables is as

EBEY SR 2 EEHEEHI0AE120
H -RZEEXRF+_A=1t—HBRZ
ZTRFETA=1+—8 ' EBEREK

RERE 0T - follows:
2006 2005
0-90H 0-90 days 49,252 43,718
91-180H 91-180 days 8,876 12,650
181-365H 181-365 days 4,644 980
3658 LA Over 365 days 11,308 4,379
74,080 61,727
19 RERBREEEY 19 CASH AND CASH EQUIVALENTS
Ly A8
Group Company
2006 2005 2006 2005
E¥mIgHE S (@ Money market funds (a) 398,363 — 398,363 —
RITREFHRE  Cash at bank and in hand 487,135 266,412 8,613 6,683
o B Less: Pledged
RITEF (D) bank deposits (b) (3,221) (4,792) — —
882,277 261,620 406,976 6,683

(a) HEA - KBERMARERITER
MEEMEES  ZETARE
KELMERARED o

(b) RFAERTREZERFR
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(a)

Represent money market funds arranged by an
internationally recognised investment bank. Realisation
of the funds can be effected on the same date when
the redemption is called for.

Represent the deposits pledged for letters of
guarantee.
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20 REA-KBRAF 20 SHARE CAPITAL - GROUP AND COMPANY
SRITRY (Fi1)
Number of
issued EER B EE
shares Ordinary Share HE
(thousands) shares premium Total
R-BZRE At 1 January 2005 11,432,812 1,143,281 575,749 1,719,030
—-B—H
R e Shares repurchased (77,760) (7,776) (11,520) (19,296)
EEERETE Employee share option scheme
—REREZBE - value of services provided — = 694 694
R-ZZRF At 31 December 2005 11,355,052 1,135,505 564,923 1,700,428
+=ZA=+-H
EEBERENE Employee share option scheme
- RUERBEE - value of services provided — — 1,676 1,676
—BTEBIRAES - proceeds from issuance of
ordinary shares 59,500 5,950 10,829 16,779
#BREFBK Conversion of convertible
(Kfi£23) bonds (Note 23) 673,021 67,302 166,477 233,779
R-ZEERE At 31 December 2006
+=R=+—-H 12,087,573 1,208,757 743,905 1,952,662
LMREEESE BREEAR200EMKR (= The total authorised number of ordinary shares is 20,000
TERF 200K - BREABEAS million shares (2005: 20,000 million shares) with a par
BONT(ZZEZTRF : BREEEK value of HK$0.1 per share (2005: HK$0.1 per share). All
0.17T) - FIBEE B1ITRMHHE ZEH issued shares are fully paid.
2 .
BREXTHOHEERES - LHBEHE The share options granted to certain directors and
B A5 () ko R P SZBPAT(E employees are unconditional and vested immediately.
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20 BRA-KBRAT (&) 20 SHARE CAPITAL - GROUP AND COMPANY

EREREEEETE LA NEFY
TEEWT :

R-A—H At 1 January
[REs4in Granted
2116 Exercised
BRM Lapsed

R+=A=+—H At31 December

R-EZTNERA=-H ' 40,000,000
f% BB AR #E LA AR 1T (R (B /& ¥ 0.376 L%
FARRB—BEE -

FIER-_ZEFEF+_A=+—HHE
TE2EREST TFUITE
236,000,000z ELR KR T —F
F—A+—HX®KR40,000,0000% 8
BEFSNR-_ZE——FMONA-THBX

REEETHHEAABENKHA
Black-ScholesHi#E T BB EIZ 5
FRE®0.04197T - BEEZETERE
THREET - % THEK0375TZ
IREE®K - THEEEK0.3767T - BH
K I82.56968% * THHAFRASF - FEH
B R A1.7857 % & & & & F K| K
1.4667% @ BHAKIBIRIEBE —F 5
AWM ZEARETE -
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(continued)
Movements in the number of share options outstanding
and their related weighted average exercise prices are
as follows:

2006 2005
FHITEE FHTEE

Average BRE Average EhRE
exercise Number of exercise Number of
price share options price  share options
(Bk#ER) (F3&) (BR#ET) (F&t)
(HKS per share)  (thousands) (HK$ per share) (thousands)
0.282 295,500 — —
0.376 40,000 0.282 296,600
0.282 (59,500) — —
— — 0.282 (1,100)
0.296 276,000 0.282 295,500

On 2 May 20086, 40,000,000 share options with an exercise
price of HK$0.376 were granted to a director of the
Company.

All share options outstanding as at 31 December 2006
are exercisable. 236,000,000 share options will be expired
on 11 January 2010 and 40,000,000 share options will
be expired on 25 April 2011.

The fair value of each share option granted during the
year determined using the Black-Scholes valuation model
was HK$0.0419. The significant inputs into the model
were share price of HK$0.375 at the grant date, exercise
price at HK$0.376, standard deviation of expected share
price returns of 2.5968%, expected life of options of 5
years, expected dividend paid out rate of 1.7857% and
annual risk-free interest rate of 1.4667%. The volatility
measured at the standard deviation of expected share
price returns is based on statistical analysis of daily share
prices over the last year.
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21 Hittf#E 21 OTHER RESERVES
&= Group
TAREE
E&if
Equity A
componentof EEHE HEES EREE FEEE  UREE EIN:
convertible Fairvalie Reserve  Capital Goodwil ~Hedging #EH% Contributed A
note  reserve  funds  reserve  reseve  reserve Translation  surplus Total
(Httib) (Wik(a))
(Note (b)) (Note (a)
“E31%-F-BEH Balance at 1 January 2005 56,405 — 1410 58794 (159,683) - 1800 13,005 84,53
DMEEER Falr value losses
-AfHEiEE - avalable-for-sale financiel assets - (4147 - - - - - -
BOHERENT Reversal upon
PhEs disposal of partial
interest in an associate - - 692 - - - - - 692
tRBEHER Transfer from retained
FhEES eamings to reserve funds - — 9515 — — — — - 955
EHBIA Change in fair value of derivative
DAREZNE financial instruments - - - - - 13 — - 14
EizE Currency translation differences - - 308 - - - - BIR
“EERET-ACT-BEHR  Balanceat 31 December 2005 6,400 (24.147) 124715 58794 (159.583) 1343 46934 13,005 117,066
“TENE-R-BER Balance at 1 January 2006 56,400 (4147) 124715 58794 (159.983) 1343 46534 13005 117,066
DrEEER Falr value gains
-MfHE ZBKAE - avalable-for-sale financial assets - 4%t - - - — — - 49
tRERRER Transfer from retained
ZRiEE eamings to reserve funds — - 17810 - - - - - 11810
fAMEIA Change In air vaue of derivative
MEEZYE financiel insiruments - - - - - gl - - 301
EizE Currency translation differences - - - - - — 10242 — 10242
“EERET-AZT-BEHR  Balanceat 31 December 2006 6,406 (19,186) 142,525 58794 (159,583)  (1,768) 148960 13,005 239,162
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21 HfufEE (&)

OTHER RESERVES (continued)

N Company
TRREE
G Eni)
Equity
component of #ABH
convertible Contributed it
note surplus Total
(Kfit(a))
(Note (a))
“2TE¥-A-H Balance at 1 January and
RtZRA=1+—-H&#% 31 December 2005 56,405 58,515 114,920
—EEXE-F-8 Balance at 1 January and
B+-BS+-pes 31 December 2006 56,405 58,515 114,920

(a) AEBZHABRKANRBEAZE
R—NANEF-ANBETEME
i3 A B & B AR 2 R AR ) 2 E
1B BZR R B 3 U A SR AR ) i 3
TZARRBEMEERERZZE
B o

RRABZHABRBRERE £
Mz REEAMBANE QAR
0 2 T B B AR B 5 A R
MMBETZARRBRNEERE
[l 2 Z58 o

(b) MBFBEERZHAE  ETFEZ
AT RBIEDIKRERZAH - B
HEBREBNES S HEEE
ERFERHES(THBIIK) - B
IHRBBARFRERARZIESTER
BAGzaEBER/RARE
BEIRALAER - TAEE -
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(a)

The contributed surplus of the Group represents
the difference between the nominal value of the shares
of the former group holding company, acquired
pursuant to the group reorganisation on 9 January
1990, over the nominal value of the Company’s shares
issued in exchange thereof.

The contributed surplus of the Company represents
the excess of the fair value of the shares of the
subsidiaries acquired pursuant to the same group
reorganisation, over the nominal value of the
Company’s shares issued in exchange therefor.

In accordance with the PRC regulations, certain
companies in the PRC are required to transfer part
of their profits after taxation to various reserve funds,
which are non-distributable, before profit distributions
are made. The amounts of the transfers are subject
to the approval of the boards of directors of these
companies, in accordance with their joint venture
agreements and/or articles of association.
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22 BX 22 BORROWINGS
&8 AL
Group Company
2006 2005 2006 2005
EFE Non-current
BTEZ Bank borrowings
—BER* - Secured* 289,379 317,477 — —
— AT - Unsecured 39,525 61,664 — —
W —EXNEE  Less: Current portion of
ZRHEZ long-term borrowings (39,626) (31,895) — _
289,278 347,246 — —
TE Current
BTES Bank borrowings
— I - Unsecured 243,578 231,058 180,000 100,000
—FREE Current portion of
FEHE Long-term borrowings
—RITER - Bank borrowings
—FHEA - secured”* 37,500 29,667 - —
— mik - unsecured 2,126 2,228 — _
283,204 262,953 180,000 100,000
mE Total borrowings 572,482 610,199 180,000 100,000
* JB#289 379,000 T BIERTT B 5 A 7N [Z FEJEL * Bank borrowings of HK$289,379,000 are secured by the Group’s
IR IEFEHL A - equity interest in JEL.
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22 BER (&) 22 BORROWINGS (continued)
RZZEERF+_A=1+—H BEXH As at 31 December 2006, borrowings are repayable as
BB WOE ¢ follows:

&8 AT
Group Company

2006 2005 2006 2005

1ER Within 1 year 283,204 262,953 180,000 100,000
1226R Between 1 and 2 years 86,126 89,728 — —
2E5FR Between 2 and 5 years 202,631 256,994 — —
FPERNZHER Wholly repayable within 5 years 571,961 609,675 180,000 100,000
BEPA | Over 5 years 521 524 - —
572,482 610,199 180,000 100,000

REFEBNERMELNT : The effective interest rates at the balance sheet date

are as follows:

2006 2005
BT ES AR% BT E AR%
HK$ us$ RMB HK$ US$ RMB
RITER Bank borrowings 4.6%-5.0% 15%  4.9%-5.2%  3.7%-4.9% 15%  5.0%5.7%
ERWEEERE AR BEMED - The carrying amounts of borrowings approximate their
fair value.
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22 BR (&) 22 BORROWINGS (continued)
EFNEmEBUATIEE BB The carrying amounts of the borrowings are denominated
in the following currencies:

58 AT
Group Company
2006 2005 2006 2005
BT HK$ 519,380 513,810 180,000 100,000
ETT US$ 9,524 11,664 — —
AR RMB 43,578 84,725 — —

572,482 610,199 180,000 100,000

RNEFBAE Y EREREFTHE - The Group has the following undrawn banking facilities:
2006 2005
PN Floating rate
— —E X3 - Expiring within one year 281,831 195,000
— —4F A R HF — Expiring beyond one year 477,062 90,000
758,893 285,000
E A Fixed rate
——FREH - Expiring within one year — 80,577
— —F LA FFIHR — Expiring beyond one year — _
= 80,577
758,893 365,577
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23 ABRREERITBERES - SEEKR 23 CONVERTIBLE NOTE AND CONVERTIBLE BONDS
2 7] - GROUP AND COMPANY

(a) ATRRRFEE (@) Convertible note

75’\_*2%@ FNA—H AR
1T AT EE B 330,000, 00075
AR RAHEE 2 AT MR EE
FEEREFINTREEER A
(TRIIZEER]) r BE2BRRK
BEAEBREBE®0365T A
2 7] iR mTﬁﬁiﬁﬁﬂﬁEE?‘/—
BRAAFERR_ZEZTLF LA
=+—B8%H-

ARRERVBRI TR EES D
ZIEEHEMNRAER ZFERES
ZHMBENERGTE - HIENAE
M IRBIHK AT - Fgp e
BREmA BB EE B2
ERFEEScHMEEA (T
21) -

RAFEE - A REEENBEE

On 1 August 2002, the Company issued to its major
shareholder, Shenzhen Investment Holding
Corporation (“SIHC”), redeemable non-interest bearing
convertible note at a par value of HK$330,000,000,
carrying rights to convert into ordinary shares of
the Company at HK$0.365 each. The convertible
note have a term of five years from the date of issue
and will be matured on 31 July 2007.

The initial carrying amount of the liability component,
of the convertible note, represents the discounted
future cash flows calculated using market interest
rates for an equivalent non-convertible bond upon
issuance. The liability component is subsequently
carried at amortised cost. The residual amount of
the convertible note, representing the value of the
equity conversion component, is included in
shareholders’ equity as other reserves (Note 21).

The movement of liability component of the convertible

MEBIAT - note during the year is as follows:

2006 2005
F1) Beginning of the year 311,035 299,591
MEBER (HiE31) Interest expense (Note 31) 11,882 11,444
FH End of the year 322,917 311,035
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23 AHREBREENATBRKRES -E£EN 23 CONVERTIBLE NOTE AND CONVERTIBLE BONDS
AT (&) - GROUP AND COMPANY (continued)

(b) ARRES (b) Convertible bonds

R-ZEEXFE_A-+MWHE K
ANR)EITEERB 600,000,000
THZZEEMEM A BRRES -
EREFFHEATR-ZEZTRF
MARNHZEZ-_ZE——F_A+H
VIR E SR B 0.341 T K
BEESRAEEITTHE 2HH
RERBR(ZAIEER - it 5
AREUHBRIN) o

ERBRERITER > RAEXN
2E Ko LB - KAFA
BER A AZRD 2 HIES
NBEEEE -

N2 EE 2 SRR IA T MIAE
& (VBB REM N AREIEEN
ReBEERRTRINZERMNH
B RNMARSEZERANB BN
BTEAXZBEA  ROEEEH
BRZMZBRARME ZEMF
B8 -

Ak ESFBERD 2 Mk kE
B FUAMBRAXITETADN
AABERIR  BESBIER
VA SHRK AN B R

On 24 February 2006, the Company issued zero
coupon convertible bonds of HK$600,000,000 at
par. Each bond will, at the option of the holder, be
convertible (unless previously redeemed, converted
or purchased and cancelled) on and after 6 April
2006 up to 10 February 2011 into fully paid ordinary
shares with a par value of HK$0.10 each of the
Company at an initial conversion price of HK$0.341
per share.

In lieu of delivery of some or all of the shares required
to be delivered upon the exercise of a conversion
right, the Company may elect to make a cash
settlement payment in respect of all or any portion
of a holder’s bonds deposited for conversion.

The cash settlement amount is determined as the
product of (i) the number of shares otherwise
deliverable upon exercise of the conversion right in
respect of the bonds to which the conversion notice
applies, and in respect of which the Company has
elected the cash settlement option and (i) the arithmetic
average of the closing price of shares on the Stock
Exchange of Hong Kong Limited for each day during
the ten trading days immediately after the cash
settlement notice date.

The initial carrying amount of the liability component
of convertible bonds is the amount after deducting
the fair value of embedded derivatives. The liability
component is subsequently carried at amortised cost.
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23 ARREBRALRES -KER

~E (&)

AREEFTTEBEARBERA -E
AEXFE  R-EERF+_A=+
—BEXEHABELRT :

I&E BH0.477T
T1EE BH0.3417T
8 38.45%
=R e B K 3.656%

AR EARAFTBARASEIEN
MRR (BRERERKE) - #SAEART
BUHONRRELHIHIABEGBIE
HERFE -

RAFERN - AARIREBRZE LA - 7l
BREFTEBEAABENTHEELEEK -
B BEHS2,449,000t A A BEEIE
RIBRRER  ILIN - RAFA - HAE
A7 #229,500,0007T Z AT AR EH 2
A ANER0.341B T 2 R BE R
BN AR)673,020,5616% 2 @A o
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23 CONVERTIBLE NOTE AND CONVERTIBLE BONDS

— GROUP AND COMPANY (continued)

The fair value of the derivative liability of the convertible
bonds is calculated using the Binomial model with the
major inputs as at 31 December 2006 as follows:

Stock price HK$0.47
Exercise price HK$0.341
Volatility 38.45%
Risk free rate 3.656%

As the Binomial model requires the input of highly subjective
assumptions, including the volatility of share price, change
in subjective input assumptions can materially affect the
fair value estimate.

During the year, the share price of the Company rose
significantly, the fair value of derivative liability of the
convertible bonds increased accordingly, resulting in a
fair value loss of HK$82,449,000, which was recognised
in the income statement. Moreover, bonds with face value
of HK$229,500,000 were converted into 673,020,516
ordinary shares of the Company at a conversion price
of HK$0.341 per share during the year.
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23 TRAREBRUBRKRES-KERK 23

nE (&)

NAE - AIRREZNEEHMT

CONVERTIBLE NOTE AND CONVERTIBLE BONDS
— GROUP AND COMPANY (continued)

The movements in convertible bonds during the year are
analysed as follows:

2006
aERH frEHHR 2005
HE Liability ~ Derivative £t &t
Face value  component  component Total Total
L) Beginning of the year - = — — —
#AR Additions 600,000 506,541 93,459 600,000 —
RPEA Transaction costs - (23,937) - (23,937) —
BRATAR Conversion into ordinary
(Kifz#20) shares (Note 20) (229,500)  (198,031) (35,748)  (233,779) —
MBEH (H:£31)  Interest expense (Note 31) - 37,434 - 37,434 —
MRREHTEAR  Fair value loss on
MABEESR derivative liability of
(Fiz#31) convertible bonds (Note 31) - - 82,449 82,449 —
FiR End of the year 370,500 322,007 140,160 462,167 —

AR EENEFZFNEEBRMEER
FESE - BB ABTERNRI.82%
% 7.53% D RIFTE -

Interest expense on the convertible note and bonds is
calculated using the effective interest method by applying
the effective interest rate of 3.82% and 7.53% respectively
to the liability components.

The fair values of liability components of convertible note

B E IR EE AT © and bonds approximate their carrying values.
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24 EEFFEBHREE-&E
ELEFGEHREEEERWEARZEHE
BRACELEEANEBENRE - A

24 DEFERRED INCOME TAX LIABILITIES - GROUP
Deferred income tax liabilities arose from the fair value

gains on intangible assets identified in the acquisition of

BIEFEHEBEMNZEESNT jointly controlled entities. The movements in deferred tax
liabilities during the year is as follows:
2006 2005

F4 Beginning of the year 71,090 —
W kg 2RI E 88 Acquisition of a jointly

NAIER controlled entity 7,796 72,867
BT RER Recognised in the income

(Ht7%32) statement (Note 32) (5,131) (1,777)
F End of the year 78,755 71,090

BEEMSHRAaEE%K5,909,0005T
(2005 : 7#&%4,176,0007T) R+ — &
B W5 E & B%67,846,0007T (2005 :
75%66,914,00070) BT+ @ A%KE

f& -

Deferred income tax liabilities of HK$5,909,000 (2005:
HK$4,176,000) are to be recovered within 12 months,
and HK$67,846,000 (2005: HK$66,914,000) to be
recovered after 12 months.

25 EZLEWA-KE 25 DEFERRED INCOME - GROUP
2006 2005
FYREFE Opening net book amount 123,782 147,106
BT RER Recognised in the income
(Kta£28) statement (Note 28) (27,680) (26,746)
JEH Z 5 Exchange differences (474) 3,422
FRREFE Closing net book amount 95,628 123,782

BIEW A B BT EER T 2%
HRAREREZYREMEER £ - WL
BRMER 2 KARER 2 MEERER A
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Deferred income represents the amounts granted by the
PRC local government authorities, which are applied to
designated logistics projects and recognised in the income
statement on a systematic basis over the period to match
with the cost intended to be subsidised.
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26 LERRER—KEH 26 AMOUNT DUE TO A MINORITY SHAREHOLDER -
GROUP
DEREERTIERASEE ZWB AT The amount due to a minority shareholder represents
AT EEREMRBRAR ([EEY loans granted to Shenzhen South China International
ml) 2 VERRREZER - ZFEN Logistics Co., Ltd. (“SCIL”), a subsidiary of the Group,
TEEER  aNEREAR—FAE by a minority shareholder. The amount is unsecured,
iR o interest-free and not repayable within one year.
27 EBREMEMNRK 27 TRADE AND OTHER PAYABLES
£ NG
Group Company
2006 2005 2006 2005
¥BENR Trade payables 24,366 27,821 - —
ERIZEMZK  Payable for construction
in progress 17,718 24,469 — —
W B R 42 5 Payable for the acquisition
EBAA of a jointly controlled entity 24,939 24,939 — —
ZERRER
BIRER Accrued expenses 13,374 12,652 - —
Hit AR Other payables 54,696 52,331 2,507 2,136
135,093 142,212 2,507 2,136
RZZEERFTA=T—HEZZEZE As at 31 December 2006 and 31 December 2005, the
AFE+-A=+—0  EBENFR(E ageing analysis of the trade payables (including amounts
EEBMEE R ER B 3UE) HERER due to related parties of trading in nature) is as follows:
UM
2006 2005
0-90H 0-90 days 21,014 23,509
91-180H 91-180 days 1,756 2,355
181-365 H 181-365 days 794 1,444
365H A Over 365 days 802 513
24,366 27,821
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28 Hitblvz: — F 8

28 OTHER GAINS - NET

2006 2005
HEITHEEZ Gain on disposal of
BEE W an available-for-sale
(Krat14) financial asset (Note 14) 43,739 —
iR SE B BE BEA Deferred income recognised in
Bamk (Hat25) the income statement (Note 25) 27,680 26,746
ME TR i Reversal of impairment on
FERAERE 2 ERE leasehold land and
(Kta£8) land use rights (Note 8) 7,549 27,540
HEKA Rental income 5,002 4,147
KREMEAREE Fair value gains on
Wees (K1at7) investment properties (Note 7) 480 2,498
W Bl B 8 2 52 AR Recovery of bad debts written off 78 20,036
W KRIEHI B QA Acquisition of a jointly controlled
FIEFEEM A REE entity — fair value of the
8 38 U5 B K A EB 1D net assets acquired over
the purchase consideration — 30,987
HEHE QRIS iR Reversal of loss on disposal
518 2 ¥[8 of partial interest in an associate —_ 15,084
Hth Others 6,905 11,718
91,433 138,756
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29 BEMESENER 29 EXPENSES BY NATURE
PITESHEKA « DA - BEREAR Expenses included in cost of sales, distribution costs,
HhEEERANERSTET - administrative expenses and other operating expenses

are analysed as follows:

2006 2005
E - EHEHK Depreciation, amortisation
BEE MR and impairment losses 63,736 43,203
EERAMAXZ Employee benefit
(KtzE30) expenses (Note 30) 49,449 50,234
E KA Transportation costs 179,875 161,093
ME R Rental charges 3,610 1,462
HmHEL T Other tax expenses 9,006 7,011
ZEEBER Commission and management
BRERE fee for toll road 35,920 11,885
% E B B & Auditors’ remuneration 2,944 1,988
30 EERAMAX 30 EMPLOYEE BENEFIT EXPENSES
2006 2005
T & X % Wages and salaries 40,510 37,962
KTESHM Share options granted to
EE MBI directors and employees
(Ktzt20) (Note 20) 1,676 694
RIKESKA—RE Pension costs — defined
ka2l contribution plans 4,090 3,147
H At (H1zt(a)) Others (Note(a)) 3,173 8,431
49,449 50,234
H-ZEETF+_HA AR AEER With effect from 1 December 2000, a mandatory provident
vt Ee ([BES]) 58 TA fund (“MPF”) scheme is set up which is available to
ERERBEIZH - AEERE TR® eligible employees of the Group. Contributions to the
BB HRDIBRBERESFE 2R MPF scheme by the Group and employees are calculated
BIFfET 2 L BlETE - RBESTEI 2 EE at rates specified in the rules of the MPF scheme. The
HAEBE s EESH  BEIBEEZE assets of the MPF scheme are held separately from
TRE ° those of the Group in an independently administered
fund.
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30 EEEFMX (&) 30 EMPLOYEE BENEFIT EXPENSES (continued)
REEDGHEE THEBARMPEE The Group also contributes to employee retirement schemes
AT % 3 2 (B B AR RET Bl - established by the PRC local governments in respect of
EMHNABRERAEBRABIRAE RK certain subsidiaries in the PRC. The PRC local governments
FRAREBE T 2 RRBAEME - thEEE undertake to assume the retirement benefit obligations
ZEFREEAREGEBEERPHE - of all existing and future retired employees of the Group.

Contributions to these schemes are charged to the
consolidated income statement as incurred.

BREHFRBRBHR(CZEZRF - B EF No forfeited contributions (2005: Nil) were utilised during
NIRENA « FRINEAE A FRER D R K the year and none is available at the year end to reduce
HEHOFBRESHE - HREHRBE future contribution. Contributions totaling HK$29,690 (2005:
29,690 T (ZZEZHF : #%28,960 HK$28,960) were payable to the MPF scheme at the
TL) R R MR ES 2 - year end.
(a) EERS & 557 B (@) Directors’ and senior management’s
emoluments
HE_FTTZTF+A=1—H The remuneration of each director for the year ended
ILFE BRESNHFHET - 31 December 2006 is set out below:

RIRTEIN REE=
EEHZ  RUNEE
Employer’s Compensation

miFke BEHME  HMEF  contribution  for loss of

EEp e #4 Discretionary Inducement Other  to pension office as &t

Name of directors Fees Salary bonuses fees benefits® scheme director Total

?’}%’{(b)

Guo Yuan © — 600 — — 1 — — 601

Li Jing Qi — 1,300 — — 3 65 — 1,368

2E

Liu Jun — 1,200 — — 3 60 — 1,263

$$\Ue‘h(c)

Li Hei Hu © — 960 — — 2 — — 962

ﬁ;ﬁﬁm

Chen Chao © — 960 — — 2 48 — 1,010

%m”(c)

Qiao Gang © — 203 247 — 40 11 — 501

it

To Chi Keung, Simon = = = — — — — —

AL

Zhang Hua Qiao @ = — — — — — — —

2R

Leung Ming Yuen, Simon 250 — — — — — — 250

T

Ding Xun 250 — — — — — — 250

R

Nip Yun Wing 250 = = = = = = 250
6,455
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30 EERFEX &) 30 EMPLOYEE BENEFIT EXPENSES (continued)
(a) EERESREEEBHMH (&) (@) Directors’ and senior management’s
emoluments (continued)
HE-_FTTRAFT-A=1—8H The remuneration of each director for the year ended
LtFE BRESNEFMAT: 31 December 2005 is set out below:

RIARGHEI XREES
B  BUNER
Employer’s Compensation

HiERS AEHe HfEA contribution  for loss of

EEpE e #4 Discretionary Inducement Other  to pension office as &t

Name of directors Fees Salary bonuses fees benefits® scheme director Total

FEIE

Li Hei Hu = 1,200 300 = 483 = = 1,983

[

Chen Chao = 1,200 300 = 483 72 = 2,065

Li Jing Qi = 1,040 250 = 363 60 = 1,713

2%

Liu Jun = 1,040 250 = 363 60 = 1,713

& fl

Qiao Gang — 219 340 — 52 14 — 625

R

To Chi Keung, Simon — — — — — — — —

Leung Ming Yuen, Simon 250 — — — — — — 250

T

Ding Xun 250 — — — — — — 250

Ve ES

Nip Yun Wing 250 — — — — — — 250
8,839

st - Notes:

(a) Hi M eERE R E A o (a) Other benefits include housing and other allowances.

(b)) R-ZEZENA+RHZE- (b)  Appointed on 15 August 2006.

(c) R-ZEEENATHRBEBE - (c) Resigned on 15 August 2006.

(d) R-BEENEMA=+/NBE&FE - (d) Appointed on 26 April 2006.

NR_EBEEZNE+_A=+—8BFN No directors waived any emoluments during the years

—EERFE+__RBA=1+—HI=F ended 31 December 2006 and 31 December 2005.

B RBEMNESENEMSE -

R-_ZEENE+_A=+—HHEF During the years ended 31 December 2006 and 31

—EERE+_A=+—RHI=F December 2005, no emoluments had been paid by

B AREBYERESSN#E the Group to the directors as an inducement to join

VEAREEMARKENARNES or upon joining the Group or as a compensation

=S (= =N X VA for loss of office.

& -
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30 EEEFMX (&) 30 EMPLOYEE BENEFIT EXPENSES (continued)

(b) AluBmEHF AL (b) Five highest paid individuals
XEEAEBERNAZESHMA The five individuals whose emoluments were the
TERENZ(ZEERF  ©F) highest in the Group for the year include four (2005:
B EMlec#HRN EXDMT - four) directors whose emoluments are reflected in
E—R(ZETREFE : —R)® the analysis presented above. The emoluments
BHATZHMEeITOT - payable to the remaining one (2005: one) individual

during the year are as follows:

2006 2005
EARF & K2R Basic salaries and allowances 1,652 1,232
TE4L Bonuses 357 295
RIKREFTEIH R Contributions to the
retirement scheme 12 12
H b 48 F| Other benefits — 423
2,021 1,962
IHEFHME THEEHEN - The emoluments fell within the following bands:
AE
Number of individuals
2006 2005
r BN &6 [E] Emolument bands
7 #1,500,0017C — HK$1,500,001-
7B #2 000,0007T HK$2,000,000 — 1
78 #2 000,001 7T — HK$2,000,001-
75 #2,500,0007T HK$2,500,000 1 —
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31 B ES U A BE g AR 31 FINANCE INCOME AND COSTS
2006 2005
FEE A Interest expense
—IRITER — Bank borrowings 32,327 14,336
— AR EE* (#7223) — Convertible note* (Note 23) 11,882 11,444
— AR AR B H* (fF5E23) — Convertible bonds* (Note 23) 37,434 —
81,643 25,780
AMBRESTEER Fair value loss on derivative
NABEEEBESE liability of convertible
R Es 18 (H17£23) bonds (Note 23) 82,449 —
BE¥mSESR Interest income on money
RITHEFRHEHWA market funds and bank deposits (28,607) (4,744)
BIIERAR — /558 Net finance costs 135,485 21,036
S BRETTRRERRAIBRKRES 2 FEBEEN i The nominal interest expenses on the convertible note and convertible
B HizAEENEABERSETE - LT bonds are calculated by applying the effective interest method to
BRIBE ° the liability component. These interest expenses do not have any

cashflow impact.
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32 B
AR AEERAEREARE L EEL
TR EN - MW EA BN EFH
1 4 o BB LASMDE 2 FERTZ A
TIREAREELEXGMEMRA A
AR 2RETRREE AWM
B2BRITHEFE -

32

INCOME TAX EXPENSE

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

2006 2005
& HRSR Current income tax
— BB EMEH - PRC enterprise income tax 15,083 6,021
RIEFRS R (K aE24) Deferred income tax (Note 24) (5,131) (1,777)
9,952 4,244

AEBEARRRTAEN 2 HRERER
AAEE T ZMBRRKEMERR
Y Z15% K BED KMt H 2w

The tax on the Group’s profit before income tax differs
from the theoretical amount that would arise using the
preferential tax rate of 15% in Shenzhen, the location in

B2 Z=WT - which the Group’s major subsidiaries operate as follows:
2006 2005
Br 5 BT & K Profit before income tax 232,659 364,216
B FEIGEEE R RI&RA Less: Share of profit of associates (256,076) (254,170)
(23,417) 110,046
BB E15% (ZTETRF Tax calculated at tax rate
1 15%) 5 E 2 Bi1E of 15% (2005: 15%) (8,513) 16,507
H fth i [ 7] B &R Effect of different tax rates
-7 in other locations 2,361 (2,872)
mARM WA Income not subject to tax (11,929) (20,204)
IR - Expenses not deductible
for tax purposes 15,138 1,230
RIERZ T8 Unrecognised tax losses 7,895 9,583
TS Income tax expense 9,952 4244
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33 AAFAREFEAEGERRT

RARRERBE ABENRFERQT]
FBERRPEENERE A B
162,702,000 (ZEERFE : B
85,490,0007T) °

34 EREF

B
SRR EAR AR B AR
WEF - B DA B BT BRI
FHBBHE -

33

34

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF
THE COMPANY

The profit attributable to equity holders of the Company
dealt with in the financial statements of the Company is
HK$162,702,000 (2005: HK$85,490,000).

EARNINGS PER SHARE

Basic

Basic earnings per share is calculated by dividing the
profit attributable to equity holders of the Company by
the weighted average number of ordinary shares in issue
during the year.

2006 2005
RARREREA Profit attributable to equity
J& 5 & A holders of the Company 219,936 360,253
BEERTEBRKRDN Weighted average number of
ntEFEHE (F462) ordinary shares in issue
(thousands) 11,518,221 11,415,753
BRERZF (FREW) Basic earnings per share
(HK cents per share) 1.91 3.16

i3]
BREERN DI REAB A EENE
FEEBBRB L BRE  EHECRTER
AevhniE PR M ESH - ARF]
EMBREENEEERR : AJBRRE
BRERAE - ATRREBRBRRELBRR
BER - mFBMNEHEALERNEE
RRRBRE - ERBERE - RIERTT
SUBRAEFM N RBRNEEEE - ®
ERAAEBEGEERANRBBDHF
BEEME) IBANKRNEE -

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The Company has two categories of dilutive potential
ordinary shares: convertible note and share options. The
convertible note is assumed to have been converted into
ordinary shares and the net profit is adjusted to eliminate
the interest expense less the tax effect. For the share
options, a calculation is done to determine the number
of shares that could have been acquired at fair value
(determined as the average annual market share price
of the Company’s shares) based on the monetary value
of the subscription rights attached to outstanding share
options.
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34 BRER (#)

34 EARNINGS PER SHARE (continued)

2006 2005
RARRERE A Profit attributable to equity
J& 15 & A holders of the Company 219,936 360,253
ARRZEENFEEA Interest expense on convertible
(HERFE) note (net of tax) 11,882 11,444
FALARE E T ik 88 Profit used to determine
Rl op=kl diluted earnings per share 231,818 371,697
BEERTEBRKRDN Weighted average number of
ntEFEHE (F62) ordinary shares in issue
(thousands) 11,518,221 11,415,753
B Adjustments
— R HE (AL — share options (thousands) 76,395 —
— BB AR ER — assumed conversion
#5 (T4 of convertible note (thousands) 904,110 904,110
HEEREERMNLE M Weighted average number
B a5 8 (FAL) of ordinary shares for diluted
earnings per share (thousands) 12,498,726 12,319,863
BREERT (FRREWL) Diluted earnings per share
(HK cents per share) 1.85 3.02

pa

248

ABEREFYESRANEEETSR

is anti-dilutive.
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35 RE 35 DIVIDENDS

EZZETRERZZFETRAFRAINHR The dividends paid in 2006 and 2005 were HK$63,435,000
B9 R B#E%63,435,000 (BB (HK$0.0055 per share) and HK$57,164,000 (HK$0.005
0.00557T) K& 57,164,000t (&% per share), respectively. A dividend in respect of 2006
HB¥$0.0057T) - —EERNFHREE of HK$0.006 per share, amounting to a total dividend of
IRE®O0O. 0067 &t BB HK$72,525,000, is to be proposed at the annual general
72,525,000 R _EZELFR A+ meeting on 11 May 2007. These financial statements
—HREITHRRBAFRE FEFIRE o do not reflect this as dividend payable.

BTG R AR AR I TH R RS

2006 2005
BRAREIRE - Proposed final dividend of
FRY EE AR B % 0.0067T HK$0.006
(ZZEZRF : (2005: HK$0.0055)
75 #0.00557T) per ordinary share 72,525 62,464
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36 EEELNRE

36 CASH GENERATED FROM OPERATIONS

2006 2005
B A0 & A Profit before income tax 232,659 364,216
FAEEE - Adjustments for:
— & (fizte) - Depreciation (Note 6) 19,322 14,636
- MELH R+ AE - Amortisation of leasehold
288 (Hizt8) land and land use rights
(Note 8) 4,438 4,671
-BYEAEZ#E (K10 — Amortisation of intangible
assets (Note 10) 39,976 15,696
— BRI BB LARMG — Acquisition of a jointly controlled
FEENAABEBRBYE entity - Fair value of the net assets
XA (KfiE28) acquired over the purchase
consideration (Note 28) — (30,987)
— BB A EA - Deferred income recognised in the

Bax (fiF28) income statement (Note 28) (27,680) (26,746)
— R EE#E 2 — Recovery of bad debts

SR (fifat28) written off (Note 28) (78) (20,036)
- R ERE - Provision for impairment of receivables - 2,966
—HEHEE 2K - Gain on disposal of an available-for-sale

BE 2 W (Hizt28) financial asset (Note 28) (43,739) —
- HEBE DT - Losses on disposals of

Bm BB (z12) interests in associates (Note 12) 2,642 —
o S NG - Reversal of loss on disposal

MR BE of partial interest in an

(Kizt28) associate (Note 28) — (15,084)
—HEL R i A - Reversal of impairment of leasehold

BERE 2B (ff:F28) land and land use rights (Note 28) (7,549) (27,540)
- REMELREE — Fair value gains on

Wigs (Kfit28) investment properties (Note 28) (480) (2,498)
-BRiEz DR EBE (FF20) — Fair value of share options (Note 20) 1,676 694
-BRRSEE (FF12) — Loss on CSG Share Reform (Note 12) 408 —
—AHEECHBEEL ~ Provision for impairment of available -

BERE (Hit14) for-sale financial assets (Note 14) — 5,234
—FIEWA (Kf:31) — Interest income (Note 31) (28,607) (4,744)
-FEER (K#31) - Interest expense (Note 37) 81,643 25,780
- ABRRESTEBBELANEE - Fair value loss on derivative

BEELNERE (Hi31) liability of convertible bonds (Note 31) 82,449 —
— B ENRRN (KF12) ~ Share of profit of associates (Note 12) (256,076) (254,170)
EEEREH Changes in working capital

(MR LR (excluding the effect of acquisition of
ER ARG REERER a jointly controlled entity and exchange
EEMTE) : differences on consolidation):

- EXBREMEKK - Trade and other receivables (27,150) 5,620

—EBREMEMNK - Trade and other payables 2,852 (5,746)

—BERRTER - Pledged bank deposits 1,571 3,695
EEEANRSE Cash generated from operations 78,277 55,657
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37 HEEE 37 CONTINGENCIES
R_EERFF+_A=+—RAR=ZF At 31 December 2006 and 31 December 2005, the Group
AF+=ZA=+—8 ' WRFTAPKER has the following contingent liabilities not provided for
KZHBREBEWET in the financial statements:

£8 NG|
Group Company
2006 2005 2006 2005

IRMtIETTRE  Corporate guarantees for
ZEHER © banking facilities

utilised by:
—BtE QA — Associates 146,203 240,752 — —
—%£=7 — A third party —_ 4,792 — —
— HEE S — A jointly controlled
EREAF entity — 35,481 — —
— B AT — Subsidiaries — — 115,184 519,000

146,203 281,025 115,184 519,000
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(All amounts in HK dollar thousands unless otherwise stated)

38 EE-5£E

(a) BARAEYE
REEBEDRBELENERFH X

38 COMMITMENTS - GROUP

(@) Capital commitments
Capital expenditure at the balance sheet date but

/I N not yet incurred is as follows:
2006 2005
Y - BE &&E Property, plant and equipment
EEAEREE contracted but not provided for 97,273 28,815

(b) EEMEAE -—AEERAHE
HA
RETAIREEERE - REK
EHEMNRERNOT :

(b) Operating lease commitments - when a
group company is the lessee
The future aggregate minimum lease payments under
non-cancellable operating leases are as follows:

2006 2005

T R R EEY) Land and buildings
NHE1F Not later than 1 year 1,620 2,315
BB FETHBIELF Later than 1 year and
not later than 5 years 424 797
2,044 3,112

(c) EEHEAE-AKEELATAE
HA
RETAIRHEERE - REK
EHEWFAERNT

(c) Operating lease commitments - when a
group company is the lessor
The future minimum lease receivables under non-
cancellable operating leases are as follows:

2006 2005
43 R EY) Land and buildings
NEBE1F Not later than 1 year 2,995 4,128
iR FETHEAF A Later than 1 year and
not later than 5 years 8,340 8,794
BB E Later than 5 years 6,364 6,372
17,699 19,294
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(B4 RIFEEAS) - BT & 881G LB For A8 )

(All amounts in HK dollar thousands unless otherwise stated)

39 WBHEZFERAT 39 ACQUISITION OF A JOINTLY CONTROLLED
ENTITY

RZZZERFLA—H  AEBZTKK On 1 July 2006, the Group completed the acquisition of
R ERMIZ%RE - HKWEREZ 43% equity interest in Citic Fritz. The acquired business
TEERF+_A=+—H  HKELE contributed revenue of HK$15,650,000 and net profit of
BRI EMAE R R REEK HK$925,000 to the Group from the acquisition date to
15,650,0007T & & #925,0007T ° &% 31 December 20086. If the acquisition occurred on 1 January
WETRBREE_TTEF—H—H " 2006, the Group’s share of revenue and net profit would
AIRRERER 2 MR o5l mE have been HK$22,389,000 and HK$435,000, respectively.
#22,389,0007T K& 7 #435,0007T ©
W FEES I RT - Details of net assets acquired are as follows:
BEYE - Purchase consideration:
— 2005 & 1 — Cash paid in 2005 38,630
WEFEENAAEE Fair value of net assets

(BIRE0R) acquired (shown as below) 38,630
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(All amounts in HK dollar thousands unless otherwise stated)

39 WBHEZFERAR (&) 39 ACQUISITION OF A JOINTLY CONTROLLED
ENTITY (continued)
RZZTERFLA—RB WEEAHE As at 1 July 2006, the assets and liabilities arising from
EMBEINRAT the acquisition are as follows:
WA
HERTE B
Acquiree’s
AREE carrying
Fair value amount
ReMBREFEEY Cash and cash equivalents 766 766
M - BE R Property, plant and
equipment 38,201 38,201
BEEE-REEH Intangible assets —
service contracts 63,305 =
J& WK Receivables 39,668 39,668
& 3K Payables (33,884) (33,884)
FERT IR Tax payable (88) (88)
B s B E A IR BT Deferred income tax
IRE T A=Ni liabilities (18,131) —
FEE Net assets 89,837 44,663
W B H B E (43 %) Net assets acquired (43%) 38,630
R 2006F 3 & Purchase consideration
ST EEE settled in cash in 2006 —
FFr Y2 e 2 (R 2 1 B 28 Cash and cash equivalents
RARENME 2 in the jointly controlled
ZEM(43%) entity acquired (43%) 329
WER MRS RA Cash inflow on acquisition 329
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40 BEAERS
BRAMIFE12 - 14RI7TFTIR BN R
BN - REBRANF E ARG 5 E
THRSIAT -

(a)

(b)

(c)

M N RRM 2 R
RAFEE  AEEMEEQFE
KEBRRXEZmIFIRE YRR
KBRS ZWAD R BEK
12,393,000 (ZZFZTHF : B
21,542,0007T) & #%14,834,000
T (ZEETRF : #%8,836,000
JT) °

) B8 Bt 5 U B B 8 1 B M R

AEBR_ZEZEF+_A+=
HEZRIEETERET —BUE
e - BEWERZ X588 MR
FIEEZERKBEFE N T
MmA0%IRHE - (EEARK2.3E
TT o WEEKE - AR
BREBEH60%MREH B A
7 c ARRYIEEERBRYI™
HEZ2EHE AARNEE
BERYZEEEABBERFI
MARBR®E - WZFRINT
BEZREE  RIIEEERERZR
G EERE CRAMEB I A AR
FEE) - EEET—HAH B
FIREBEENMBEEE A1
MAFAHFARYNILEIER - &
R EEG - BIE EMARIE14A
Z RV EEREB AR R
EALT(EERLEWMHAA - MK
BEBENERARARANBEER
5 LN ERXRZFEBRARTHRE
RZZEZTLtF—F+N\HE1T2Z
RARREFRH AP ESH
/o

TEEEAEME
TEEBEABME 2FBHRNKW
730 °

(B BIEERS) - BT 2 RGBT T R E L)

(All amounts in HK dollar thousands unless otherwise stated)

40 RELATED PARTY TRANSACTIONS
Apart from those related party transactions disclosed in
Notes 12, 14 and 37, the Group has the following significant
transactions carried out with related parties during the
year:

(a) Services rendered to associates
During the year, the income from the logistics services
rendered by the Group to associates, CSG and Tianjin
CSG, amounted to HK$12,393,000 (2005:
HK$21,542,000) and HK$14,834,000 (2005:
HK$8,836,000), respectively.

(b) Acquisition of equity interest in an associate from
a related party
On 12 December 2006, the Group entered into an
acquisition agreement with SIHCL, pursuant to which
the Group acquired from SIHCL 40% equity interest
in Western Logistics at an aggregate consideration
of RMB230 million. Upon completion of the acquisition,
Western Logistics will become a 60% owned subsidiary
of the Group. SIHCL is wholly owned by Shenzhen
SASAC and SIHC, the major shareholder of the
Company, is an investment holding institution invested
by Shenzhen Municipal Government and is under
the supervision of Shenzhen SASAC. SIHCL and
SIHC, being two separate legal entities are undergoing
a merger with the intention that all the assets, liabilities
and undertakings of SIHC will be merged with SIHCL.
In view of the above merger, SIHCL is considered
as a connected person (as defined in the listing rules)
of the Company and the acquisition constitutes a
connected transaction for the Company under Chapter
14A of the Listing Rules. The above transaction has
been approved by the shareholders of the Company
at a special general meeting held on 18 January
2007.

(c) Key management emoluments
Details of key management emoluments are set out
in Note 30.
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(All amounts in HK dollar thousands unless otherwise stated)

41 #£EBHEEE

(a) EEZRYISEER
NREEBEBEXRBEARAHER - K
SERBE2EMBRAIERAR
NAIARBAES, 2008 i
TS EHRK0.3% » S AREBR K
Y SRR O ENE
31.15% ©

(b) HEMBEEBR

REEBBRHEAREH @ K
SE2EWBRARIHEBRAA
RANEBHFRSGHERFHE
FEBEBR*911 8K (8
0.89%) ' BRELE7,9008
7T - BREEFI A B ¥5,6008 7T -
AEBREESEOFRLENT
FZE21.97%

ABRESNEH
REEBBRBEARER @ &
E{BE®E%200,500,0007T 2 A] #
BELEHE AUETRR0.341E T2
TR B 57K/ R]1587,976,527
BID - RARER » RABRE
MKk ESFEERBE
170,000,0007T + I FERR AT A% &
FNEBBEAAEBEEDELEN
BRI H) B 5008 T °

(c)
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EVENTS AFTER THE BALANCE SHEET DATE

(a)

(b)

(c)

Increase shareholding in Shenzhen
Expressway

Subsequent to the balance sheet date and up to
this report date, the Group has, through its wholly
own subsidiary, Advance Great Limited, purchased
0.30% H shares of Shenzhen Expressway at a
consideration of approximately HK$32 million. The
Group’s total shareholding in Shenzhen Expressway

has been then increased to 31.15%.

Disposal of CSG B Shares

Subsequent to the balance sheet date and up to
this report date, a wholly owned subsidiary of the
Group, Hintway Company Limited, has disposed
of 9.11 million B share (approximately 0.89%) of
CSG in Shenzhen Stock Exchange, for a total
consideration of approximately HK$79 million, making
a gain of approximately HK$56 million. The Group’s
total shareholding in CSG has been decreased to
21.97% after the disposal.

Change in convertible bonds

Subsequent to the balance sheet date and up to
this report date, convertible bonds holders have
exercised their conversion rights and converted bonds
value of HK$200.5 million at HK$0.341 per share
into 587,976,527 shares of the Company. As at this
report date, the face value of the convertible bonds
is HK$170 million and the gain recognised on change
of fair value of derivative liability of the convertible
bonds is approximately HK$15 million.
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Notes to the Consolidated Financial Statements
(B4 RIFEEAS) - BT & 881G LB For A8 )

(All amounts in HK dollar thousands unless otherwise stated)

42 TENBLT  BEQTARAFE

42 PARTICULARS OF PRINCIPAL SUBSIDIARIES,

FIERARFE ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES
BROTEER
ML MR AEE
AR E xR Nominal value KT ML
Place of of issued REBDL
incorporation/ ordinary/  Percentage of equity FTEXH
AEER registration registered interest attributable  Principal
Name and operations share capital to the Company activities
E# i %
Direct Indirect
HEAR
Subsidiaries
BHBERARAT i AE1007T — 100 ®REER
Elite Capital International Hong Kong HK$100 Investment holding
Limited
HEFRAF EE B2 — 100 ®REZEK
Hintway Company Limited Hong Kong HK$2 Investment holding
MEIRERLDA BB 7#1%40,000,0007T — 100 RAERK
Innovisions Limited Hong Kong HK$40,000,000 Investment holding
REBEBRARAA EE #1#10,0007T — 100 ®REZEK
Shenzhen International Hong Kong HK$10,000 Investment holding
Limited
AYBERAEABRAA N B2 100 — REREBAR
Shenzhen International Hong Kong HK$2 WERS
Nominees Limited Provision of
nominees and
secretarial services
RYEREXRARAA EE BT — 100 MEKRE
Shenzhen International Hong Kong HK$2 Property investment
Properties Limited
AMBRER P 7#%10,000,0007T — 100 REERK
ORI BRAF PRC HK$10,000,000 Investment holding
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(All amounts in HK dollar thousands unless otherwise stated)

42 FEMBAT - BEATNRHERFIE 42 PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (continued)

HERBQARFE @)

BRTEER
ML R A EE
AR &R Nominal value NG} 3
Place of of issued REBDL
incorporation/ ordinary/  Percentage of equity FEX#%
NEER registration registered interest attributable Principal
Name and operations share capital to the Company activities
B M #%
Direct Indirect
28R RN I E AR #140,000,0007T — 100 REZEDRR
AR QA PRC RMB140,000,000 BREERE
Total Logistics Provision of total
(Shenzhen) Co., Ltd. #© logistics and
transportation
ancillary services
MBEEXRAE & AR #200,000,0007T — 100 ®EZRK
ORI BRA A PRC RMB200,000,000 Investment holding
Xin Tong Chan Development
(Shenzhen) Co., Ltd.#2
AR 2 i B th AR #240,000,0007T — 66.67 ¥ - EF -
MRBR AR PRC RMB240,000,000 RERERER
Shenzhen South-China BB i Ly
International Logistics Development,
Co., Ltd.*® construction,
operation and
management of
South China
International
Logistics Center
REEBEER I 7#1#20,000,0007T — 100 ®EZERK
ORI BRAE PRC HK$20,000,000 Investment holding

Yiwan Industry
Development
(Shenzhen) Co., Ltd.##
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(All amounts in HK dollar thousands unless otherwise stated)

42 TENBLT  BEQTARAFE
HERBQAFE @)

42 PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (continued)

BROTEER
ML MR AEE
AR E xR Nominal value KT ML
Place of of issued REBDL
incorporation/ ordinary/  Percentage of equity FTEXH
AEER registration registered interest attributable  Principal
Name and operations share capital to the Company activities
E# i %
Direct Indirect
TR 55 3t E A 2 & AR #80,000,0007T — 100 F% - #HER
(R BR A PRC RMB80,000,000 NEER
Development, sale
and management
of property
o B 2 A2 Y A Ak HERBRES E — 100 KEEK
BRAF British Virgin US$1 Investment holding
China Logistics Islands
Networks Limited
BRREFRAT HERBRES E — 100 KEEK
Flywheel Investments British Virgin US$1 Investment holding
Limited Islands
Great Mind Holdings RBHRARES 1%L — 100 RERRK
Group Limited British Virgin US$1 Investment holding
Islands
New Vision Limited REBRARES 100% 7T 100 — REER
British Virgin Us$100 Investment holding
Islands
RN REEEFRAA HERBRES E — 100 KEEK
Successful Plan Assets British Virgin US$1 Investment holding
Limited Islands
BIREBRAA" EEERRAES 17T — 100 REZEK
Topfirst Investments Limited”  British Virgin US$1 Investment holding
Islands

%5 2006 Annual Report

I B2 AR B R A 7] Shenzhen International Holdings Limited | 179




AR e B R AR T ot

Notes to the Consolidated Financial Statements
(B4 BIFERAS) BT & BB LB T o A5 )

(All amounts in HK dollar thousands unless otherwise stated)

42 FEMBAT - BEATNRHERFIE 42 PARTICULARS OF PRINCIPAL SUBSIDIARIES,
HEBARFEE &) ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (continued)

BRTEER
ML R A EE
AR EEE Nominal value AT
Place of of issued REBDL
incorporation/ ordinary/  Percentage of equity FEX#%
NEER registration registered interest attributable Principal
Name and operations share capital to the Company activities
B M #%
Direct Indirect
BEER QR REERRAES 17T — 100 KEZER
Well Guide Limited? British Virgin US$1 Investment holding
Islands
HRME2EYR I AR #28,000,0007T — 100 YR ARTS R ARE
ARAT PRC RMB28,000,000 BRERBER
Logistics services and
related warehouse
facilities
BENTF
Associates
B 3 & B AR 1 I AR#1,015,463,1247C — 2286 Rt HE -
ARRA PRC RMB1,015,463,124 AT R A8 3H 338
CSG Holding Co., Ltd. Em
Design, production,
processing and sale
of glass products
R TIEEEE T th AR #20,000,0007T — 39 KENEH
YERMARD A PRC RMB20,000,000 BETHESH
Shenzhen EDI Co., Ltd." EERREM
MHEEE R
Container
transportation,

EDI data exchange
business and
provision of related
value-added services
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42 TENBLT  BEQTARAFE

HEEBQARFE @)

42 PARTICULARS OF PRINCIPAL SUBSIDIARIES,

ASSOCIATES AND JOINTLY CONTROLLED

ENTITIES (continued)
BROTEER
ML M RAEE
AR EEE Nominal value AR
Place of of issued REBDL
incorporation/ ordinary/  Percentage of equity FTEXH
AEER registration registered interest attributable  Principal
Name and operations share capital to the Company activities
E# i %
Direct Indirect
A ERAKRS th AR #%2,180,700,0007T — 3085 KRE - #R
ARAT PRC RMB2,180,700,000 REER
Shenzhen Expressway WBAEMBERE
Company Limited Investment,
construction,
operation and
management of toll
highways and
roads
ikt b i AR #380,000,0007T — 20 FE - 2R
ARATe PRC RMB380,000,000 reRkER
Shenzhen Western AR EE
Logistics Co., Ltd.*® Development,
construction,
operation and
management of
Western Port
Logistics District
REFRIRERE th AR #138,000,0007T — 25 R HEE-
ARR7AC PRC RMB138,000,000 AT R A8 35 338
Tianjin CSG Architectural Em

Glass Co., Ltd.?
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42 TENBLF  BEQTARHAFE

HERBQARFE @)

42 PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (continued)

BRTEER
ML R A EE
AR &R Nominal value NG} 3
Place of of issued REBDL
incorporation/ ordinary/  Percentage of equity FEX#%
NEER registration registered interest attributable Principal
Name and operations share capital to the Company activities
B M #%
Direct Indirect
HEZHERA
Jointly controlled Entities
Jade Emperor Limited HEHS 28,000,000 7T — 45 REER
Cayman Islands US$28,000,000 Investment holding
RIEYIR R R L R I AR ®37,000,0007T — 43 WRFEHERER
Citic Fritz PRC PRC RMB37,000,000 RERD
Logistics Co., Ltd.*® Service of
logistics and
transportation
WG RRARKLE I 28,000,000% 1T — 45  RERER
BARAT PRC US$28,000,000 SEN
Hubei Magerk Expressway Operation and
Management Private management of
Limited*# highways and
expressways
AT BB R 176 2R th AR ®60,000,0007T — 50 REBHEER
EETRLARAA PRC RMB60,000,000 PRI AR 7S

Shenzhen Airport
International Express
Supervision Center
Co., Ltd.*®
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42 FEWB AT - BEE AT KRILRIE 42 PARTICULARS OF PRINCIPAL SUBSIDIARIES,

HERARFE @) ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (continued)

BEERE LRI ZERTIBE AR The above table lists the subsidiaries, associates and
SEARFEE2EEAEERTZENHEK jointly controlled entities of the Group which, in the opinion
RE lﬁé%@ékﬁwﬁzwgﬂ_ of the directors, principally affected the results of the

i Rl/N H? HERAF - WEFFET year or formed a substantial portion of the net assets of

HAh Fﬁ% RN R ERIZESIE the Group. To give details of other subsidiaries, associates

i‘=-f“72§ﬂ HHEE R BEERHBRIT and jointly controlled entities would, in the opinion of

K o the directors, result in particulars of excessive length.

& 7 FE B 7B R KB B AT F % BT Bk AR T Rk B t Not audited by PricewaterhouseCoopers or other international member

BRI EH AT B EIERAL B A\ Al &% © firms of PricewaterhouseCoopers

A IEEE a Foreign-owned enterprise

@ FoNEE © Sino-Foreign Joint Venture

< AEBE ® Domestic enterprise
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