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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

GENERAL INFORMATION
The Company is a public listed company incorporated in
the Cayman Islands and its shares are listed on The Stock

Exchange of Hong Kong Limited (the “Stock Exchange”).

The principal activities of the Group consisted of the import
and distribution of cement in Hong Kong, the manufacture
and distribution of cement and slag powder in other areas
of the People’s Republic of China (“Mainland China”) and
the provision of cement handling services in the Philippines.
Through its associates, the Group is also engaged in the
production and distribution of ready-mixed concrete in Hong
Kong, Mainland China and Brunei. There were no significant
changes in the nature of the Group’s principal activities

during the year.

The address of the registered office and principal place of
business of the Company are disclosed in the “Corporate

Information” section to the Annual Report.

The parent company of the Company is TCC International
Limited (incorporated in the British Virgin Islands). In the
opinion of the Directors, Taiwan Cement Corporation (“TCC”),
a company incorporated and whose shares are listed in

Taiwan, is the Company’s ultimate holding company.

The financial statements are presented in Hong Kong dollars
(“HKD”) which is also the functional currency of the

Company.
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS

In the current year, the Group has applied, for the first time,
a number of new Hong Kong Financial Reporting Standards
(“HKFRSs”), Hong Kong Accounting Standards (“HKASs”)
and Interpretations (hereinafter collectively referred to as
“new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), which are either
effective for accounting periods beginning on or after 1
December 2005 or 1 January 2006. The application of the
new HKFRSs had no material effect on how the results and
financial position for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior
period adjustment has been required.

The Group has not early applied the following new standard,
amendment and interpretations that have been issued but
are not yet effective. The Directors of the Company anticipate
that the application of these standard, amendment or
interpretations will have no material impact on the results
and the financial position of the Group.

HKAS 1 (Amendment) Capital disclosures'’

HKFRS 7 Financial instruments:
Disclosures!
HKFRS 8 Operating segment?

HK(IFRIC) — INT 7

HK(IFRIC) — INT 8

HK(IFRIC) — INT 9

HK(IFRIC) - INT 10

HK(FRIC) — INT 11

HK(IFRIC) — INT 12

Applying the restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary Economies®

Scope of HKFRS 24

Reassessment of embedded
derivatives®

Interim financial reporting and
impairment®

HKFRS 2 — Group and treasury
share transactions’

Service Concession

Arrangement®
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS

(continued)

d Effective for annual periods beginning on or after 1 January
2007.

2 Effective for annual periods beginning on or after 1 January
2009.

9 Effective for annual periods beginning on or after 1 March
2006.

< Effective for annual periods beginning on or after 1 May 2006.

® Effective for annual periods beginning on or after 1 June 2006.

9 Effective for annual periods beginning on or after 1 November

2006.

g Effective for annual periods beginning on or after 1 March
2007.

8 Effective for annual periods beginning on or after 1 January
2008.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
on the historical cost basis, except for certain properties
and financial instruments, which are measured at revalued
amounts or fair values, as explained in the principal

accounting policies set out below.

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting
Standards issued by the HKICPA. In addition, the
consolidated financial statements include applicable
disclosures required by The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited

and by the Hong Kong Companies Ordinance.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved where
the Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits from

its activities.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective

date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies

into line with those used by other members of the Group.

All'intra-group transactions, balances, income and expenses

are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are identified separately from the Group’s equity
therein. Minority interests consist of the amount of those
interests at the date of the original business combination
and the minority’s share of changes in equity since the date
of the combination. Losses applicable to the minority in
excess of the minority’s interest in the subsidiary’s equity
are allocated against the interests of the Group except to
the extent that the minority has a binding obligation and is

able to make an additional investment to cover the losses.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Business combinations

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control of
the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 Business Combinations are

recognised at their fair values at the acquisition date.

The interest of minority shareholders in the acquiree is initially
measured at the minority’s proportion of the net fair value of

the assets, liabilities and contingent liabilities recognised.

Interests in associates

An associate is an entity over which the Group has significant
influence and that is neither a subsidiary nor an interest in a
joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee

but is not control or joint control over those policies.

The results and assets and liabilities of associates are
incorporated in these financial statements using the equity
method of accounting. Under the equity method, investments
in associates are carried in the consolidated balance sheet
at cost as adjusted for post-acquisition changes in the
Group’s share of the profit or loss and changes in equity of
the associate, less any identified impairment loss. When the
Group’s share of losses of an associate equals or exceeds
its interest in that associate (which includes any long-term
interests that, in substance, form part of the Group’s net
investment in the associate), the Group discontinues
recognising its share of further losses. An additional share
of losses is provided for and a liability is recognised only to
the extent that the Group has incurred legal or constructive

obligations or made payments on behalf of that associate.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Interests in associates (continued)

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised

immediately in profit or loss.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of the

Group’s interest in the relevant associate.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods and services provided in the normal course of

business, net of discounts, returns and sales related taxes.

Sales of goods are recognised when goods are delivered

and risks and rewards of ownership have passed.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying

amount.

Dividend income from investments is recognised when the

Group’s rights to receive payment have been established.

Service revenue is recognised in the period in which such

services are rendered.

Leases

Leases are classified as finance leases when the terms of
the lease transfer substantially all the risks and rewards of
ownership to the leasee. All other leases are classified as

operating leases.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

The Group as lessee

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to
enter into an operating lease are recognised as a reduction
of rental expense over the lease term on a straight-line

basis.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recorded in the
respective functional currency, i.e. the currency of the
primary economic environment in which the entity operates,
at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a

foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are included
in profit or loss in the period in which they arise. Exchange
differences arising on the retranslation of non-monetary items
carried at fair value are included in profit or loss for the
period except for differences arising on the retranslation of
non-monetary items in respect of which gains and losses
are recognised directly in equity. For such non-monetary
items, any exchange component of that gain or loss is also

recognised directly in equity.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies (continued)

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into Hong Kong dollars using
exchange rates prevailing at the balance sheet date. Income
and expense items are translated at the average exchange
rates for the year, unless exchange rates fluctuated
significantly during that year, in which case the exchange
rates at the dates of the transactions are used. Exchange
differences arising, if any, are recognised as a separate
component of equity (exchange fluctuation reserve). Such
translation differences are recognised in profit or loss in the

period in which the foreign operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are
capitalised as part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for

capitalisation.

All other borrowing costs are recognised in profit or loss in

the period in which they are incurred.
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Employee benefits

The Group operates a defined contribution retirement
benefits scheme under the Mandatory Provident Fund
Schemes Ordinance (the “MPF Scheme”), for employees
who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit and
loss account as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme, except for the Group’s employer
voluntary contributions, which are refunded to the Group
when the employee leaves employment prior to the
contributions vesting fully, in accordance with the rules of
the MPF Scheme.

The employees of the Group’s subsidiaries which operates
in Mainland China are required to participate in a central
pension scheme operated by the local municipal government.
The subsidiaries are required to contribute a certain
percentage of its payroll costs to the central pension
scheme. The contributions are charged to the profit and
loss account as they become payable in accordance with

the rules of the central pension scheme.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Taxation
Income tax expense represents the sum of the tax currently

payable and deferred tax.

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

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

the accounting profit.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been enacted
or substantively enacted by the balance sheet date. Deferred
tax is charged or credited to the profit or loss, except when
it relates to items charged or credited directly to equity, in

which case the deferred tax is also dealt with in equity.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Property, plant and equipment

Leasehold land and office building held for use in production
or for administrative purposes, are stated in the consolidated
balance sheet at their revalued amounts, being the fair value
at the date of revaluation, less any subsequent accumulated
depreciation and amortisation and subsequent accumulated
impairment losses. Revaluations are performed with sufficient
regularity such that the carrying amount does not differ
materially from that would be determined using fair values

at the balance sheet date.

Any revaluation increase arising on the revaluation of such
land and buildings is credited to the land and building
revaluation reserve, except to the extent that it reverses a
revaluation decrease for the same asset previously
recognised as an expense, in which case the increase is
credited to consolidated income statement to the extent of
the decrease previously charged. A decrease in net carrying
amount arising on the revaluation of such land and buildings
is dealt with as an expense to the extent that it exceeds the
balance, if any, held in the land and building revaluation
reserve relating to a previous revaluation of that asset. On
the subsequent sale or retirement of a revalued asset, the
attributable revaluation surplus remaining in the land and
building revaluation reserve is transferred directly to retained

earnings.

Other leasehold land is classified as a prepaid lease payment
and amortised over a straight-line basis over the lease term.
Cost includes professional fees and, for qualifying assets,
borrowings costs capitalised in accordance with the Group’s
accounting policy. Depreciation of these assets, on the same
basis as other property assets, commences when the assets
are ready for their intended use (i.e. when they are in the
location and condition necessary for them to be capable of

operating in the manner intended by management).
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Property, plant and equipment (continued)

Property, plant and equipment (other than the leasehold
land and office building and construction in progress) are
stated at cost less subsequent accumulated depreciation

and any accumulated impairment losses.

Depreciation is charged so as to write off the cost or fair
value of assets, over their estimated useful lives with a

residual value of 1%, using the straight-line method.

Construction in progress represents property, plant and
equipment in the course of construction for production or
for its own use purposes. Construction in progress is carried
at cost less any recognised impairment loss. Construction
in progress is classified to the appropriate category of
property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets

are ready for their intended use.

The following rates are used for the depreciation of property,
plant and equipment:

3%5% — 4%

Over the unexpired term of

Cement plant and facilities
Leasehold land and

lease

6%:% — 20%
20% - 33':%

office building
Plant and machinery
Furniture, fixtures and

office equipment
Motor vehicles 20%
Lighters 10%

An items of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and
the carrying amount of the item) is included in the
consolidated income statement in the year in which the

item is derecognised.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment of assets

At each balance sheet date, the Group reviews the carrying
amounts of its tangible assets to determine whether there
is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the
extent of the impairment loss (if any). Where it is not possible
to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-

generating unit to which the asset belongs.

Recoverable amount is the higher of an asset’s or a cash-
generating unit’s fair value less costs to sell and its value in
use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of

the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is
reduced to its recoverable amount. Impairment losses are

recognised as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years.
A reversal of an impairment loss is recognised as income

immediately.
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Notes to the Consolidated Financial Statements

A B R M A

For the year ended 31 December 2006 EZ =L T NF1+-—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Intangible assets

Mining rights are stated at cost less accumulated
amortisation and any recognised impairment loss. The cost
of mining rights is amortised on a straight-line basis over

their estimated useful lives of 50 years.

Computer software is stated at cost less accumulated
amortisation and any recognised impairment loss. The cost
of computer software is amortised on a straight-line basis

over its estimated useful lives of 5 years.

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in the consolidated income statement

when the assets is derecognised.

Impairment of intangible assets

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment
annually by comparing their carrying amounts with their
recoverable amounts, irrespective of whether there is any
indication that they may be impaired. If the recoverable
amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as

an expense immediately.

When an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of
its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would
have been determined had no impairment loss been

recognised for the asset in prior years.

Intangible assets with finite useful lives are tested for
impairment when there is an indication that an asset may
be impaired (see the accounting policies in respect of

impairment losses for tangible and intangible assets).
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost comprises direct materials and, where applicable,
direct labour costs and those overheads that have been
incurred in bringing the inventories to their present location
and condition. Cost is calculated using the weighted average
method. Net realisable value represents the estimated selling
price less all estimated costs of completion and costs to be

incurred in marketing, selling and distribution.

Financial instruments

Financial assets and financial liabilities are recognised on
the consolidated balance sheet when a group entity becomes
a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are

recognised immediately in consolidated income statement.

The Group’s financial assets are classified into one of the
three categories, including financial assets at fair value
through profit or loss, loans and receivables and available-
for-sale financial assets. All regular way purchases or sales
of financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the market place. The accounting policies
adopted in respect of each category of financial assets are

set out below.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

At each balance sheet date subsequent to initial recognition,
financial assets held-for-trading are measured at fair value,
with changes in fair value recognised directly in consolidated

income statement in the year in which they arise.

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. At each balance sheet date subsequent
to initial recognition, loans and receivables (including trade
receivables, other receivables, loan receivable, loan to an
associate, bank balances and pledged bank deposits) are
carried at amortised cost using the effective interest method,
less any identified impairment losses. An impairment loss is
recognised in consolidated income statement when there is
objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash
flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when
an increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to a restriction that the carrying amount
of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the

impairment not been recognised.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets at
fair value through profit or loss, held-to-maturity investment
and loans and receivables. At each balance sheet date
subsequent to initial recognition, available-for-sale financial
assets are measured at fair value. Changes in fair value are
recognised in equity, until the financial asset is disposed of
or is determined to be impaired, at which time, the
cumulative gain or loss previously recognised in equity is
removed from equity and recognised in profit or loss. Any
impairment losses on available-for-sale financial assets are
recognised in consolidated income statement. Impairment
losses on available-for-sale equity investments will not
reverse in subsequent periods. For available-for-sale debt
investments, impairment losses are subsequently reversed
if an increase in the fair value of the investment can be
objectively related to an event occurring after the recognition

of the impairment loss.

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity instruments, they are measured at cost less any
identified impairment losses at each balance sheet date
subsequent to initial recognition. An impairment loss is
recognised in consolidated income statement when there is
objective evidence that the asset is impaired. The amount
of the impairment loss is measured as the difference between
the carrying amount of the asset and the present value of
the estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such

impairment losses will not reverse in subsequent periods.
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For the year ended 31 December 2006 EZ =L T NF1+-—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity instruments issued by the
Group are classified according to the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument. An equity
instrument is any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities.
The accounting policies adopted for specific financial

liabilities and equity instruments are set out below.

Interest-bearing bank loans and overdrafts are initially
measured at fair value, and are subsequently measured at
amortised cost, using the effective interest rate method.
Any difference between the proceeds (net of transaction
costs) and the settlement or redemption of borrowings is
recognised over the term of the borrowings in accordance

with the Group’s accounting policy for borrowings costs.

Other financial liabilities including amounts due to minority
shareholders, trade and other payables and accrued liabilities
are subsequently measured at amortised cost, using the

effective interest rate method.

Equity instruments issued by the Company are recorded at

the proceeds received, net of direct issue costs.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire or the
assets are transferred and the Group has transferred
substantially all the risks and rewards of ownership of the
financial assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable and any
cumulative gain or loss that had been recognised directly in

equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability derecognised and the consideration paid

or payable is recognised in accumulated losses.

Share-based payment transactions

The fair value of services received determined by reference
to the fair value of share options granted at the grant date
is expensed on a straight-line basis over the vesting period,
with a corresponding increase in equity (share option

reserve).

At each balance sheet date, the Group revises its estimates
of the number of options that are expected to ultimately
vest. The impact of the revision of the estimates, if any, is
recognised in profit or loss with a corresponding adjustment

to share options reserve.

At the time when the share options are exercised, the
amount previously recognised in share option reserve will
be transferred to share premium. When the share options
are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share

option reserve will be transferred to retained profits.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY

The key assumption concerning the future, and other key
sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the

next financial year, is discussed below.

Inventories

Inventories are measured at the lower of cost or net realisable
value. The management of the Group reviews the carrying
amount of the inventories at each balance sheet date, and
makes allowance for inventory items identified, if any, to be
carried at lower recoverable value through estimation of the

expected inventory prices under current market conditions.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include equity
investments, held-for-trading investments, trade receivables,
bank deposits and balances, trade payables and bank
borrowings. Details of these financial instruments are
disclosed in respective notes. The risks associated with these
financial instruments and the policies applied by the Group
to mitigate these risks are set out below. Management
monitors these exposures to ensure appropriate measures

are implemented in a timely and effective manner.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Credit risk

The Group’s maximum exposure to credit risk in the event
that counterparties fail to perform their obligations at 31
December 2006 in relation to each class of recognised
financial assets is the carrying amounts of those assets as
stated in the consolidated balance sheet. The Group’s credit
risk is primarily attributable to its trade receivables. In order
to minimise credit risk, the management has delegated a
team to be responsible for the determination of credit limits,
credit approvals and other monitoring procedures. In
addition, management reviews the recoverable amount of
each individual trade debt regularly to ensure that adequate
impairment losses are recognised for irrecoverable debts.
In this regard, management considers that the Group’s credit

risk is significantly reduced.

The credit risk on liquid funds is limited because the

counterparties are banks with high credit-standing.

The credit risk on turnover is concentrated on a few
customers. Sales to the Group’s largest customer and its
five largest customers accounted for approximately 9.8%
and 30.8% of the Group’s total sales revenue, respectively.
However, the Group mainly trades on terms based on
prepayments and letters of credits in most of the transactions
and as at 31 December 2006 the Group’s account
receivables spread over a number of counter parties. Thus,
the management considers that the risk is adequately

monitored.

Price risk

The Group’s held-for-trading investments are measured at
fair value at each balance sheet date. Therefore, the Group
is exposed to equity and debt security price risk. The
management manages this exposure by maintaining a

portfolio of investments with different risk profiles.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Interest rate risk

The Group’s cash flow interest rate risk relates primarily to
variable-rate borrowings (see Note 25 for details of these
borrowings). It is the Group’s policy to keep its borrowings
at floating rate of interests so as to minimise the fair value
interest rate risk. The Group has not entered into any
arrangements to hedge against cash flow interest rate risk
but will consider implementing appropriate measures should
the need arise.

Currency risk

Certain bank loans of the Group are denominated in foreign
currencies (see note 25 for details). The Group currently
does not have a foreign currency hedging policy in respect
of foreign currency loan. However, management monitors
the related foreign currency exposure closely and will
consider hedging significant foreign currency exposure
should the need arise.

Fair value of financial assets and financial liabilities
The fair value of financial assets and financial liabilities are
determined as follows:

. the fair value of financial assets and financial liabilities
with standard terms and conditions and traded on active
liquid markets are determined with reference to quoted

market bid prices;

e the fair value of other financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash
flow analysis using prices from observable current
market transactions.

The carrying amounts of deposits and other receivables,
cash and bank balances, other payables and accrued
liabilities and amounts due to minority shareholders
approximate their respective fair values due to the relatively
short maturity of these financial instruments. The fair values
of other classes of financial assets and financial liabilities
are disclosed in the respective notes to consolidated financial
statements.
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SEGMENT INFORMATION

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

basis, by geographical segment.

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

business segments are as follows:

()  the import, distribution and handling of cement segment
mainly relates to housing development and infrastructure
construction activities in Hong Kong and the provision

of cement handling services in the Philippines;

(i) the manufacture and distribution of cement mainly
relates to construction activities in Mainland China and

slag powder segment;

(i) the production and distribution of ready-mixed concrete
segment mainly relates to housing development and
infrastructure construction activities in Hong Kong and
Mainland China; and

(iv) the investment holding segment invests in listed and
unlisted equity securities ranging from traditional
businesses, such as banks and companies engaged in
the manufacture and distribution of construction
materials, to high-technology businesses, such as those
providing broadband internet access and content

services.

In determining the Group’s geographical segments, revenues
are attributed to the segments based on the location of the
customers, and assets are attributed to the segments based

on the location of the assets.

RE I R M A
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

SEGMENT INFORMATION (continued) 6. 2 EER (#)

(a) Business segments (a) XBHE
The following tables present revenue, profit and certain BRAEBESE B 2 WE B RE
asset, liability and expenditure information for the TEE BERAIENZMNM T

Group’s business segments.

Income statement W 75 7%
Manufacture Production and
Import, and distribution distribution of
distribution and of cement and ready-mixed Investment
handling of cement slag powder concrete holding Consolidated
AR ER HERIHAE LERAY
REKE REED ARRRL RERR &4
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
ZEEAE CETRE CZEERE CTTHF CBEAE -TTRE ZEERE -TTHF CEEAE -TERE
HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000
TiEn Tin Tir T TiEn Tin Tir T TR Tin
Segment revenue AENE
Sales and servicesto BERRERE
external customers FHREF 173,612 161,198 806,806 256,804 - - - - 980418 418,002
Other revenue Aftlha 2,824 4,138 - - - - 52,655 65,171 55,479 69,309
Total it 176,436 165,330 806,806 256,804 - - 52,655 65,171 1,035,897 487,311
Segment results PERE 30,449 31,452 (21,583 (27,399) - - 38,522 56,188 47,438 60,241
Unallocated other income & 2B E M A 18,038 11,439
65,476 71,680
Finance costs BENK (71,99  (29.798)
Share of results EhBERT
of associates LEG - - - - 10,999 14,001 - = 10,999 14,001
Profit before tax B AR 4,479 55,883
Income tax expense E (3.873) (3,415)
Profit for the year REEER 606 52,468
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(a)

.

F7

Ft_A=1—HILFE

A M ERR M

.
At

. ANy —PAN =
6. SEGMENT INFORMATION (continued) 6. 7HEEN #)
Business segments (continued) (a) %28 (&)
Balance sheet EEEEX
Manufacture Production and
Import, and distribution distribution of
distribution and of cement and ready-mixed Investment
handling of cement slag powder concrete holding Others Eliminations Consolidated
ARER HERAHE fEREE
REKE *EREER EHERL REBR it bt | &4
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
CREAE CTTRF CREAE TTRF CREAE _TTRF CREAE FTRF CREAE FTRF CRRAE CFTIF CREAE -FRRF
HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000
TR TiEn TER T TiEn Tian iR TR TER Tin TR TiEn iR TR
Assets -3
Segment assets ABEE 676,080 709,430 2,066,326 1,504,950 = - 3,394,557 3,503,662 = - (3,248,976) (3356,689) 2,787,987 2,361,353
Interests in associates BEDRER - - - - 101,898 93,036 - - - - - - 101,838 93,03
Loan to an associate BERRER - - - - 28,746 30877 - - - - - - 28,746 30877
Unallocated assets AAREE 258,757 160,682
Consolidated total assets G4 BEE 317,328 2,645,948
Liabilies BE
Segment liabilties AEAR 210,541 206,160 1,486,788 1,070,748 = - 1,927,045 2,209,527 - - (3,348,976) (3356,689) 2752398 129,746
Unallocated liabilties AARAE 1,584,567 1,244,244
Consolidated total liabilties 4 # & (& 1,859,965 1,373,990
Other segment information: ~ H b5 B &K
Capital additions BRRE 359 217 260,069 922,540 - = - = - = - - 260,428 922,757
Depreciation and REREH
amortisation 3,991 6,993 71,783 23,215 - - 2,023 2,019 - - - - 83,797 32,201
Impaiment losses RURERRL
recognised in HEBR
the income statement - - 8,388 - - - - - - = = = 8,388 =
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For the year ended 31 December 2006 EZ =L T NF1+-—A=1—HILFE

6. SEGMENT INFORMATION (continued) 6. ZEEHR &)
(b) Geographical segments (b) #HEDHE
The following table presents revenue, certain assets EAEBRmES B s FETEE
and other information for the Group’s geographical FEMERZF)MT-

segments by location of operations.

THE GROUP AEHE
Hong Kong Mainland China Philippines Taiwan Eliminations Consolidated
E HEAE 28 L] bt | &4

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
ZREAE CRTRF CREAE CTRRF CREAE CRRRF CREAE CRTRF CREAE CRTIF CREANE CFRIF
HK§'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$000  HKS'000  HKS'000  HKS'000  HK§'000  HK$'000
TERL TEL TR TEL TERL TR TERL TEL TERL TR TERL TERL

Segment revenue: AERE:
Sales and senvces HERRERKT
to external NRER
customers 150,362 137,802 806,806 256,800 23,250 23,400 - = = = 980,418 418,002
Other revenue Ef s 2,881 4,968 11,269 1475 184 20 4,145 62,846 - - 55,479 69,309
Total &3 153,243 142,770 818,075 268,275 23,434 23,420 4,145 62,846 = - 1,035,897 487,311
Other segment information: EtEER
Segment assets PEEE 2,704,756 2,707,925 2,080,950 1,584,633 285,815 258,771 594,254 691,656 (2,877,788) (2,881,632) 2,787,987 2,361,353
Capital additions EXRE 359 39 260,069 922,540 - 178 - - - - 260,428 922,757
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7. REVENUE, OTHER INCOME AND GAINS

Revenue represents:

invoiced amount of sales of cement, net of trade (i)

discounts, returns and sales related taxes; and
income from the rendering of services. (ii)

An analysis of revenue, other income and gains is as

Weas s

RE I R M A

7. W Efb AR RE

RS WA -

HHRESHI-RERBEEERR
ZHXRPBHERRE R

W3k H AU R FIE 2 ST T

follows:
2006 2005
ZEEXRE —ZEETLF
HK$’000 HK$’000
FERT FET
Revenue W &
Sales of cement SHE K 957,168 394,602
Rendering of services 1 it AR 75 23,250 23,400
980,418 418,002
Other income H i A
Handling charges FEER 2,824 4,138
Dividend income from I B A
— listed investments —FmEE 34,869 47,940
— an unlisted investment —FLEmEE - 625
Bank interest income RITHB A 3,285 2,195
Exchange gain & X, 7 & 10,310 8,492
Gain on held-for-trading BEXRSRE2KAE
investments: Z A
— unrealised — REIH 12,605 =
- realised —D®R 1,896 12,648
Written back of provision JE LBt & A B SRIE B R
for amount due
from an associate 1,500 -
Realised gain on disposal PEMHRLEREZ
of available-for-sale B #10F
investments - 1,763
Others H ity 6,228 2,947
73,517 80,748
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FINANCE COSTS 8. BtE A
2006 2005
—EEARE —EERF
HK$’000 HK$’000
FET FET
Interest on: AT 2 8
Bank overdrafts and ARUNTHHEEZ2EEEZ
loans wholly repayable WITEZRER
— within five years —AFR 53,734 29,798
- over five years — BB AEF 27,085 =
Total borrowing costs BEERAN 80,819 29,798
Less: amounts capitalised R ERE LR
in construction in progress BRI (8,823) =
71,996 29,798
Borrowing costs capitalised during the year arose on the FABTEARAZEERAEHRE —REE
general borrowing pool and are calculated by applying a %E'iﬁiﬁé%“*ﬂﬁiz%ﬂiiS 72% (=&
capitalisation rate of 5.72% per annum (2005: nil) to TRE:T)WERNLEXRFE-

expenditure on qualifying assets.
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ZEENFIT A= —HIEFE

GE U BERRMEE

PROFIT BEFORE TAX 9. BRBAIEF
2006 2005
—EEARE —ZETRF
HK$’000 HK$’000
FER FAET
Profit before tax has been arrived RNEE 2 BRFA S A 2Bk :
at after charging:
Directors and key management EEREREEAB
personnel’s remuneration (note 10) B (fsE10) 4,216 4,075
Other staff cost Hfh 8§ T A
Equity settled share-based IR EE 2
payment expense LARR 19 32 7 sk IB B 2 1,500 -
Salaries and other benefits e R E A ER, 82,035 19,219
Other pension costs and HMEKRE
mandatory provident fund B 7R J 98 A8 & it 5K
contributions, excluding directors (TEIEESR) 674 666
Total staff costs B TRA 88,425 23,960
Cost of inventories recognised HEFE ZKA
as expense 795,057 259,207
Cost of services rendered AR TS 2 B AR 3,477 4,601
Depreciation of property, ME-WMERZEITE
plant and equipment 82,023 30,920
Amortisation of prepaid lease payments 81+ # & 3 78 # 4 1,271 1,080
Amortisation of mining rights PR R o 503 227
Auditors’ remuneration Gl 1,647 2,430
Unrealised loss on held-for-trading BIEXSREZIREZ
investments (included in other REIREE
operating expenses) (BstAEMEERT) - 632
Operating lease payments HEMEZKEHERES
in respect of rented premises 3,595 4,073
Loss on disposal of property, HEWE BER&HEE
plant and equipment 6 713
Share of tax of associates FE(GHE & A R T IR
(included in share of (B &t ARE{R B &
results of associates) NAELE) 3,813 3,553
The Group has no forfeited contributions to the retirement AEBRZMENERKSFTE 228K
benefit scheme for both years. e
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10. DIRECTORS’ AND EMPLOYEES’ 10.EENEEME
EMOLUMENTS
Directors’ emoluments EEME
The emoluments paid or payable to each of the 7 (2005: 6) ARENEERNTFTER(ZEZTRF N
directors are as follows. The other 3 (2005: 3) directors H)EEZHeN T -Hp=% (ZFZTH
have no emoluments for the year. FZR)EEREAFALEETAMHE -
Hui-Bon- Liao
Koo, Cheng- Chih  Hoa Pierre, Poon Chung
Yun, Wu Yih Ching Kang, Khien Huai, Shan  Kuohsien, Total
Leslie Chin Kenneth Piau Donald Weijian David 2006

At

ERA REQR R BER BAE Eff EHE —%I/E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TAT TAR TAR TET

Fees e 200 - 67 100 200 200 167 934
Other emoluments Hip B e
Salaries and ek
other benefits Hit 28 - 1,282 - - - - - 1,282
Performance related HRFHB 2
incentive bonus RETA - 100 - - - - - 100
Equity settled MRAEE 2
share-based payment WA RR 9 2
expense HEER 1,460 440 = = = = = 1,900
Total emoluments ame 1,660 1,822 67 100 200 200 167 4,216
Hui-Bon- Liao
Koo, Cheng- Hoa Pierre, Poon Chung
Yun, Wu Yih Khien Huai, Shan  Kuohsien, Total
Leslie Chin Piau Donald Weijian David 2005
@t

ERA RER BEER BAE Eff EEHE -—BRIF
HK$’'000 HK$'000 HK$'000 HK$’000 HK$’000 HK$'000 HK$’'000
TET TRT TRT TET TET TET TET

Fees e 200 - 200 200 200 200 1,000
Other emoluments Hi i &

Salaries and other benefits Fe kAR - 1,305 = = = = 1,305

Performance related HRBEHB 2

incentive bonus RETA 1,200 570 - - - - 1,770

Total emoluments B 1,400 1,875 200 200 200 200 4,075
The performance related incentive bonus is determined with BRARIEH 8~ BRI AT TR IR AN [ 4
reference to the results of the Group. o

8/
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10. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continued)
Employees’ emoluments
During the year, the five highest paid individuals included
two directors (2005: two directors), details of whose
emoluments are set out above. The emoluments of the

remaining highest paid individuals are as follows:

RE I R M A

10.EEREEME &)

BEME
AEARLEERSHFALTBEMBES (=
ZTHEMA) EFMEHIIN EX-H
BREBHFEE ZFMFEHINDT

2006 2005

ZEEXRE —TTREF

HK$’000 HK$’000

FERT FH&T

Salaries and other benefits %F@&Hﬁﬂ AL 2,229 2,120

Retirement benefits RS FHEIMERK

scheme contributions 12 =

Performance related incentive bonus ERRIFH 8 2 BN AL 221 =
Equity settled share-based IR A 4 & 2 LA IR (D

payment expense BEMR 2K 195 =

2,657 2,120

Their emoluments were within the following bands:

Number of employee

EEAH
2006 2005
—BEARF —TTHEF
Up to HK$1,000,000 %7 1,000,000 7T 3 3

During the year, no remuneration was paid by the Group to
the Directors, supervisors or the five highest paid individuals
as an inducement to join or upon joining the Group or as
compensation for loss of office. None of the directors and

supervisors has waived any remuneration during the year.

AEBRAFAYEOES EEXAH
R #H A LTS SAER S i A Sk
BASE s RESFERBER ZME-BE
EFERESENAFAREFE-
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11.INCOME TAX EXPENSE 1. FrB8H I H

2006 2005
—BBARF _TTHEF
HK$’000 HK$’000
FET FET

Current tax NEIFE IR
Hong Kong BB 2,611 2,554
Other jurisdictions Huarl AR 3,420 1,238
Overprovision in prior periods BAEFEBERE (73) (2,420)
5,958 1,372
Deferred tax (credit) charge (note 26) EEFRIE (FFA) Mk (fF5E26) (2,085) 2,043
Income tax expense for the year AKEEMEHZ N 3,873 3,415

Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%)

of the estimated assessable profits for the year.

Taxation in other jurisdictions is calculated at the rates

prevailing in the relevant jurisdictions.

-

BT R

BRENBRIDBEANFE 2 G5 BRTUS
Fl#&17.5% (ZETRF 17.5%) 2 B X

Hfth BARE R < B IR T IR B AR B Bl A &

89



_‘ TCC International Holdings Limited & JEEIBX & [E H R A 7

90

Notes to the Consolidated Financial Statements %z 5

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

11. INCOME TAX EXPENSE (continued)

The total charge for the year can be reconciled to the profit

per the consolidated income statement as follows:

G R &Y ks

M. BB H &)
ERTAFERY REA
IR

Yo ah 2% R Kl 2

2006 2005
—EERF —TTRF
HK$’000 HK$’000
FTER FHET
Profit before tax B 3% A1 5 A 4,479 55,883
Tax at the domestic income tax VAZR 30 R 15 5 17 .5%1 &
rate of 17.5% ZTiIA 784 9,779
Tax effect of share of profits FEREE R RlmF 2 RIS E
of associates (1,925) (2,450)
Tax effect of expenses that are not B B TE FE R B St ) B N AT 30
deductible in determining X HMBEE
taxable profit 8,204 6,366
Tax effect of income that are not FA 755 T8 FE FR A i ) BF (B 2R AR B
taxable in determining taxable profit ZWAZ BB TE (12,844) (13,253)
Tax losses not recognised RIERZ BB EE 15,982 12,152
Income tax on concessionary rate HEBEMERFTEZHMER (9,856) =
Tax effect of utilisation of tax losses BRERIAERZTIEEE
previously not recognised ZTIH 2 (2,263) -
Overprovision in prior years B [E R 1S (73) (2,420)
Effect of different tax rates of REMBEERKEE CHER
subsidiaries operating ZARAMEZHE
in other jurisdictions 6,957 (6,973)
Others HAh (1,093) 214
Tax expense for the year REHIEAL H 3,873 3,415

The Group’s subsidiaries operating in the People’s Republic
of China (the “PRC”) are eligible for certain tax holidays and

concessions and were exempted from PRC income taxes

for the year.

In addition to the income tax expense charged to profit or
loss, a deferred tax charge of HK$62,000 (2005:
HK$620,000) has been recognised in equity in the year.

oI A8z
T (ZF

AEBRPEARKME ([HE]) EE
ZHBRRARAFERZAETRUH R
MEES UERCLHERTETEH-

bR 2 AT 15 B F 2 41+ 62,0008
TR 620,000 ) Z IR F
HERAFEREANER
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

12. DIVIDENDS 12. R B2
2006 2005
—EERF —TTRF
HK$’000 HK$’000
TER FHET
Dividends recoginsed as distributed FRNBRBE D IKKRE:
during the year:
Interim dividend for the period ended BE_ZTTZRFRNA=THIL
30 June 20086: nil H ) e Hﬁ B
(2005: HK1.5 cents) per share —ETRF FR1.58) - 11,594
Final dividend for the year ended BE_TERAF+t_A=t—HL
31 December 2005: HK1 cent FERBRE 1B
(2004: HKO.5 cent) per share —EENF:FRR0.551) 7,729 3,865
Special dividend for the year ended HE-_ZZRAF+-A=+—HL
31 December 2005: nil FEBFRIKRE &
(2004: HK3.5 cents) per share (ZEZNF: ZRRI.551) - 27,052
7,729 42,511
The Board of Directors does not recommend the payment EEeTERRNBEE_ZEZTF+=A

of a final dividend for the year ended 31 December 2006.

13. (LOSS) EARNINGS PER SHARE 13. 8K (&) 2R

The calculation of the basic (loss) earnings per share

o
~h

=+t—HRLEFEZRAKE

ARB 2 BRREEERER (B1R) 2T

attributable to the shareholders of the Company is based BEA TSR E
on the following data:
(Loss) earnings (E518) &R
2006 2005
—EEXRE —ZEThHEF
HK$°000 HK$’000
FERT FET
(Loss) earnings for the purposes AESRER (BE)
of basic (loss) earnings per share BF Az (EE) BF
(Loss) profit for the year ¥iN/NE] B
attributable to shareholders IR R FE(h AR FE
of the Company (E518) = 7 (18,303) 50,002
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13. (LOSS) EARNINGS PER SHARE (continued)

Number of shares

A=

I N =|

B %5 ¥R MY AL

13. 8k (F18) 82F (@)

ligrig 4=

2006 2005
ZEBEARE —TERF
’000 000
Fr FIT
Weighted average number of SATESRER (BE)
ordinary shares for the purposes of BNz ERRK
basic (loss) earnings per share hn#E 39 B% & 772,922 772,922

No dilutive loss per share has been presented for the year
ended 31 December 2006 because the exercise of share
options would result in a decrease in the loss per share in
2006.

Diluted earnings per share have not been presented for the
year ended 31 December 2005 as the exercise price of the
Company’s share options was higher than the average

market price for shares for 2005.

HARTERERERSSI BT
%Eﬁ&’ﬁﬂﬁz%%i:ggf
F+ZA=+—BLEFEZEREEE
#;xo

HRAQXABEBRBZTEERE
E_EEAFT _A=tT—HLEFESR

RipzFAHE RELBELEH —_TTRF

ZBREFRRF -
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14. PROPERTY, PLANT AND EQUIPMENT 14.ME-BE K&
Cement  Leasehold Furniture,
plant land and fixtures
and office  Plantand  and office Motor Construction
facilities building  machinery  equipment vehicles Lighters in progress Total
BH-£E
Kl HELBER REBAE
REfFE HOAZBFT HERESR B3 "E B HBIR ay
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL T THT TEL THT TEL THT TET
COST OR VALUATION BASfEE
As at 1 January 2005 WZZERE—-F—H 198,043 11,900 201,065 10,700 5,309 7,731 185,672 620,420
Exchange adjustments ELRE 2,268 - 3,077 146 116 - 5,296 10,908
Additions NE 2,136 - 5,479 4,038 1,226 - 909,712 922,591
Surplus on revaluation Eff R - 3,200 - - - - - 3,200
Disposals e (746) - - (59) ) = - (810)
Transfers EEE 96,349 - 92,642 3,258 - - (192,249 -
At 31 December 2005 RZZZR4+ZA=1+—AH 298,050 15,100 302,263 18,083 6,646 7,731 908,431 1,556,304
Exchange adjustments ERLAZ 9,856 - 9,747 156 164 = 27,253 47,176
Additions AE 5,367 - 12,307 1,430 484 - 227,643 247,131
Surplus on revaluation BB - 300 - - - - = 300
Disposals L& = - (10,550) (786) - - - (11,336)
Transfers &3 318,189 - 712,546 - - - (1,080,735) =
At 31 December 2006 R-BEXE+=A=t+-H 631,462 15,400 1,026,313 18,883 7,294 7,731 132,492 1,839,575
Comprising: BiE:
At cost RAE 631,462 - 1,026,318 18,883 7,294 7,731 132,492 1,824,175
At valuation fEE - 15,400 - - - - - 15,400
631,462 15,400 1,026,313 18,883 7,294 7,731 132,492 1,839,575
ACCUMULATED BARE-BERAE
DEPRECIATION,
AMORTISATION
AND IMPAIRMENT
As at 1 January 2005 WZZEERE—F—H 32,125 - 67,594 6,732 2,623 7,653 - 116,727
Exchange adjustments ERRE 273 370 47 40 - - 730
Provided for the year TEERE 10,227 2,018 16,880 1,336 459 = = 30,920
Elimination on revaluation Eff - (2,018) - - - - - (2,018)
Elimination on disposals & i (43) - - (52) ?) = = (97)
At 31 December 2005 R=ZZER5+=A=1+-A 42,582 - 84,844 8,063 3,120 7,663 - 146,262
Exchange adjustments ERHE 1,326 - 2,204 183 58 = = 3,771
Provided for the year REFRE 20,540 2,018 56,111 2,272 1,082 = = 82,023
Impairment loss recognised REERERZBEER
in the income statement 8,388 - - - - - - 8,388
Elimination on revaluation Eff - (2,018) - - - - - (2,018)
Elimination on disposals & i - - (9,080) (775) - - = (9,855)
At 31 December 2006 R=2BAE+=A=t-H 72,836 - 134,079 9,743 4,260 7,653 - 228571
CARRYING VALUES REE
At 31 December 2006 R-BEXE+=A=t+-H 558,626 15,400 892,234 9,140 3,034 78 132,492 1,611,004
At 31 December 2005 RZZZRE+ZA=1+—H 255,468 15,100 217,419 10,020 3,526 78 908,431 1,410,042
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

14. PROPERTY, PLANT AND EQUIPMENT

(continued)
Included in construction in progress is interest capitalised
of approximately HK$8,823,000 (2005: Nil).

During the year, the directors conducted a review of the
Group’s manufacturing assets and determined that a number
of those assets were impaired, due to closure of one of the
production lines. Accordingly, impairment losses of
HK$8,388,000 have been recognised in respect of buildings,
which are used in the manufacture and distribution of cement

and slag powder segment.

The leasehold land and office building is situated in Hong
Kong under long term leases and was revalued on 31
December 2006 at HK$15,400,000 (2005: HK$15,100,000)
by Jones Lang LaSalle Limited, an independent firm of
qualified professional valuers, at open market value on
existing use basis. The resulting surplus arising from the
revaluation at 31 December 2006 of HK$2,318,000 (2005:
HK$5,218,000) was dealt with in the land and building
revaluation reserve. Had there not been any revaluation of
this property, its carrying amount at cost less accumulated
depreciation and any impairment losses at 31 December
2006 would be HK$299,000 (2005: HK$300,000).

A=

I N =|

B %5 ¥R MY AL

14.ME-HE K&HE &)

FAEBREIRZEARNLF BN A
8,823,000 T (ZETHF ) -

FRN EFEHNAESEHUELEE TRRHA
REEBBAREF —KREEGMERNZEE
EHTRE Bt BIERE R 2 KRR
BENHIEB 2 BEREEFERARES
18 %8,388,0005% JT °

BUGERBEGEMPEBITERA

EA:YE/ ¢+:ﬂz+—aﬁ$%$ﬁ<
BROBAEVREEZHELHEHAE
BF RERAFAGRZARAMESEESR
15,400,000 7T (ZE T A £ : 15,100,000
BIL) RZTEZEXRNF+_A=+—RHZE
H A 52,318,000 L (ZTT A F:
5,218,000 7T) ' E R T i RIEF EH (4
BARIE W mE LW EIER SR R
EERNF+ZA=Z+—BZERAREEBER
2R EREAREBEEZE BN A
299,000/ 7T ( ==& F A 4 : 300,000/

JT)°
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For the year ended 31 December 2006 EZ =L T NF1+-—A=1—HILFE

15. PREPAID LEASE PAYMENTS 15. FB{SHERKE
The Group’s prepaid lease payments comprise: AEEzRANEERBEHLE:
2006 2005
—EEXF —ZEThE
HK$’000 HK$’000
FERT FET
Leasehold land outside Hong Kong LR EBRINAF B A
Medium-term lease MEZ T 66,152 51,721
Analysed for reporting purposes as: DWIEEHA % :
Current portion NEIER D 1,424 1,110
Non-current portion ERHE o 64,728 50,611
66,152 51,721
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

16. INTANGIBLE ASSETS

A=

A M RAARME

6.EBEE

Computer Mining
software rights Total
B & e
HK$’'000 HK$’000 HK$’000
FHET FHET FHET
THE GROUP rEH
COST Jo#N
At 1 January 2005 RZZEZTRF
—H—H - 10,732 10,732
Exchange adjustments JE TR - 307 307
At 31 December 2005 RZZETREF
+=-—A=+—H - 11,039 11,039
Additions NE 206 7,764 7,970
Exchange adjustments JE TR - 330 330
At 31 December 2006 R-BEXREF
+=-A=+-—H 206 19,133 19,339
AMORTISATION ﬁﬁﬁ
At 1 January 2005 RZZEZTRF
—H—H = - -
Charge for the year PINGSE: FiS - 227 227
Exchange adjustments M H = 1 1
At 31 December 2005 RZZEZTREF
+=—A=+—8 - 228 228
Charge for the year PINGSE: FiS - 503 503
Exchange adjustments T AR - 6 6
At 31 December 2006 R-EBEXREF
+=A=+-—H - 737 737
NET BOOK VALUES REFE
At 31 December 2006 RZBEX
+=—HA=+—8H 206 18,396 18,602
At 31 December 2005 R=ZZTZTRF
+=-—A=+—H - 10,811 10,811
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For the year ended 31 December 2006 #ZE -FZNFF+—A=1+—HILFE

17.INTERESTS IN ASSOCIATES AND LOAN 17 BERXTEZRBERTERK
TO AN ASSOCIATE

2006 2005
—EERE —ZETRF
HK$’000 HK$’000
FET FET
Cost of investments in associates RN P = 5 N
Unlisted L™ 55,343 55,343
Share of post-acquisition profit, BRI 2 m A
net of dividends received (kB W E) 46,495 37,693
101,838 93,036
Loan to an associate iRl = = 28,746 30,877
The loan to an associate is interest-free, unsecured and will BENRERARE BEEFAEBETER
not be repaid within one year from the balance sheet date. HEHRER—FAEE-EERAENLEEH

tH
The directors considered that the fair value of the loan at ZEERZATEREREmEMRE T K.
the balance sheet date is not significantly different from its

carrying amount.
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

17.INTERESTS IN ASSOCIATES AND LOAN 17.BE N NTRERBEELATER
TO AN ASSOCIATE (continued) (4&)

Details of the Group’s associates at 31 December 2006 are RZBEERF+_A=+T—AAREE 25

98

as follows: ERRIFFEHINMT
Proportion Proportion
Place of of of
incorporation ownership voting
Name of associate and operation interest power held Principal activity
& it A 32 BEREZ PR
RN Re&E R ke i RERLF FEXK
Quon Hing Concrete Hong Kong 50% 50%  Production and
Company Limited a5 distribution of
(“Quon Hing”) ready-mixed
IR T AR A A concrete
([E®E]) EERDIHEE
HFORE T+
Hong Kong Concrete Hong Kong 31.5% 31.5%  Production and
Company Limited BE distribution of
BILVERLTBR ARG ready-mixed
concrete
TEHORE -
Kenic Investment Hong Kong 40% 40% Investment holding
Holdings Limited B BEER
BHREER
Quick Flow Investment Hong Kong 35% 30% Inactive
Limited BB Emex
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For the year ended 31 December 2006 #ZE -FZNFF+—A=1+—HILFE

17.INTERESTS IN ASSOCIATES AND LOAN 17.BHE DA ERRBEEQNTER

TO AN ASSOCIATE (continued) (&)
BEZMBEBRRDBESFAA=1HB-
I B HA T S T B S B AT ET T 2 B HS A
R

The financial statements of Quon Hing are made up to 30
June each year. This was the financial reporting date
established when Quon Hing was incorporated.

Summarised financial information in respect of the Group’s AEEZHBERRZHBERBENT:

associates is set out below:

2006 2005
—BBARF _TTHF
HK$’000 HK$’000
F#& T T
Total assets EEE 566,844 742,567
Total liabilities BwaE (322,470) (516,723)
Net assets BEFH 244,374 225,844
Group’s share of associates’ SELBE R EEFRE
net assets 101,838 93,036
Revenue WA 687,129 755,736
Profit for the year KEEm A 25,060 32,694
Group’s share of profit AEEGEBELRZ
of associates for the year AR [ i K 10,999 14,001
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

Telecommunications Co., Ltd, a company incorporated in
Taiwan, and is listed on the Taiwan Stock Exchange
Corporation. The listed stocks are carried at market value
and are included in held-for-trading investments as at the
balance sheet date.

Available-for-sale investments

The above unlisted investments represent investments in
unlisted equity securities issued by private entities
incorporated in Hong Kong and Taiwan. They are measured
at cost less impairment at each balance sheet date because
the range of reasonable fair value estimates is so significant
that the directors of the Company are of the opinion that
their fair values cannot be measured reliably.

18.INVESTMENTS 18. R &
2006 2005
—EEREF —ZTTRF
HK$°000 HK$’000
FE T THET
Available-for-sale investments AHEERE
Unlisted equity securities I E MRS 71,564 77,741
Held-for-trading investments BEXZHAEZRE
Listed securities EmESH
Equity securities listed REBLEMZBRAES
in Hong Kong, at market value BmE 14,623 5,310
Equity securities listed elsewhere, REMM T Em 2 RAES
at market value BmE 509,465 523,555
524,088 528,865
Unlisted equity investments, at fair value 3 E 2 RAKE 18 A F A 16,167 99,348
540,255 628,213
As at the balance sheet date, the Group held about 1.29% REEH AEBEFE —RRAEKILZ
(2005: 1.34%) of the issued common stocks of Far EasTone A & Far EasTone Telecommunications

Co., Ltd 2B ETEARKRA1.29%
ZETARF:1.34%) EROREEF
ARG LM -REEBR BELTRG
BRMEIK YEFARERSARZ
"E-
AHEERE
NEFETRERRNREARAETMK
NZAAEBBETZLETREAZLRK
B -REBEKEBUKNNRRERSE RE
REBATEZAGSEEFETEAN AL
RAREERABEZ AT ETREAISEMH

e
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For the year ended 31 December 2006

INVESTMENTS (continued)

Held-for-trading investments

The fair value of the held-for-trading investments are
determined based on the quoted market bid prices available
on the relevant exchanges or prices provided by financial

institution.

PLEDGED BANK DEPOSITS

Deposits amounting to HK$27,523,000 (2005:
HK$5,990,000) and nil (2005: HK$7,384,000) have been
pledged as a margin for the issuance of letter of credit for
the purchase of plant and equipments and are therefore

classified as current assets.

The fair value of bank deposits at 31 December 2006

approximate their corresponding carrying amount.

18.

19.

PPN

ra B R IR AR M A

E_FENFF A= —HILFE

®E (#®)

BEXSARZRE
UEREX SRR ZRE 2 A TEDRE
BRXSFAR2TSEAELS RS
it > BIE T

EEFRITER

% %8 /27,523,000 T (Z T TR F:
5,990,000 T ) k& (Z T R F -
7,384,000 T) 2 F K EEREZEHE
RABEABABREREBHZRES BILE
BERREBEE-

ZERTEFRR _FEANET_A=1—
BZAFEEERHZREEMES-

LOAN RECEIVABLE 20. EIRE K
2006 2005
—EERE —TTRF
HK$°000 HK$’000
FHE T FHET
A variable-rate loan receivable FEEXREWER 7,921 7,690
Carrying amount analysed for HERAZEREED
reporting purposes:
Current assets (receivable within mEEE
12 months from the balance (FEREB1I2ERER)
sheet date 7,921 -
Non-current assets (receivable FERBEE
after 12 months from the balance (#FER%12(E A EK)
sheet date) - 7,690
7,921 7,690
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

.LOAN RECEIVABLE (continued)

20.

The loan receivable refers to a RMB8,000,000 (equivalent
to HK$7,921,000) variable rate loan maturing on 27

September 2007. The loan receivable has an effective

interest rate of 5.76% (2005: 5.76%).

The fair value of the loan receivable at 31 December 2006

approximates its carrying amount.

RE I R M A

BWER @)

EWE SR A-—SELFEAA T
tHZEHEERRUERARK
8,000,0007T (#8% #7,921,000/% 7T) - f&
WER BEBRERA576% (—EERE:
5.76%) °

HE-_ZTZRFT_A=+—H EBKE
R A FEEKREERS-

21.INVENTORIES 21. 7§
2006 2005
—EEXE —EERF
HK$’000 HK$’000
FHExT FHET
Raw materials and consumables IGUYRE ISR = 63,421 14,856
Work in progress EEH 14,091 2,053
Finished goods S4B i 25,756 11,492
103,268 28,401
22. TRADE RECEIVABLES 22. B E 5 IR
2006 2005
—BBARF _TTHF
HK$’000 HK$’000
F#& T T
The Group’s trade receivables comprise: ANEEEIWE 5 RN B IE:
Trade receivables from outsiders JEWAINR AL ZE BN 122,502 47,256
Trade receivables from associates EUE:E NEl 2 B FERN 9,219 19,221
Trade receivables from related parties EUWEEALTZEFERR - 2,053
131,721 68,530
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

TRADE RECEIVABLES (continued)

The Group’s policy is to allow an average credit period of
90 days to its trade customers (including associates and
related parties). The following is an aged analysis of trade

receivables at the balance sheet date:

22.

BWE SRR &)
AEERRGETESER (BEHRE QT
FEEAT) FHO0B 2R - AT AL
HEARWE SRR ER S

2006 2005

—BEARF —TTHEF

HK$’000 HK$’000

FER FAT

0 - 90 days 0-90H 120,476 68,383

91 - 180 days 91-180H 10,943 147

181 — 365 days 181-365H 302 -

131,721 68,530

The directors consider that the carrying amount of trade EERBREKEZIERCEEEREEAT
receivables approximates their fair value. BEE

The Group has no significant concentration of credit risk, AEBUWEEREFR 2 EERR ERRK

with exposure spread over a large number of counterparties

and customers.

CASH AND BANK BALANCES

Cash and bank balances comprise cash held by the Group
and short-term bank deposits with an original maturity of
three months or less, which carry at market interest rates.
The directors consider the carrying amount of bank balances

approximates its fair value.

Majority of the cash and bank balances were denominated
in Renminbi (“RMB”) which is not a freely convertible currency
in the international market. The RMB exchange rate is
determined by the Government of the PRC and the
remittance of these funds out of the PRC is subject to
exchange restrictions imposed by the Government of the
PRC.

23.

DHRAEHFHREF-

RERBTHER
REeRROBBOEAREREZRER
RAZEAXSR=MEAZ R BH
RFRZBOIER-BEERRBIIFRZ
FREEEE AT ERE-

REbtn 2 B e RBITEHRBAAREF
B MAREDIAARBEEMRS EAE/HKL
B ARBELXATEBNET MZF

FRIA BE W o B35 SN A 2 B BURT e Az S
FEE R 1) P AR R
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

24. TRADE PAYABLES

The Group’s trade payables comprise:

2. EHE SRR

AEBRENESRREE:

2006 2005

—EEXF —TTRF

HK$’000 HK$’000

TER T T

Trade payables to outsiders ERINRALTZE SRR 106,766 54,987

Trade payables to ultimate EN&&EERARZ

holding company B SR 29,526 23,145

Trade payables to fellow subsidiaries ERNRRMBARE S KRR 524 -
Trade payables to minority N —HEBRAR P ERRE

shareholders of a subsidiary ZE SRR 2,319 =

139,135 78,132

The following is an aged analysis of trade payables at the

balance sheet date:

T

ATRAREERZENE SRR ZRED

2006 2005

—BEARF —TTHEF

HK$’000 HK$’000

TR TET

0 - 90 days 0-90H 135,072 77,628
91 - 180 days 91-180H 1,725 98
181 - 365 days 181-365H 1,357 16
Over 365 days 38 365H 981 390
139,135 78,132

The trade balances due to the ultimate holding company,
fellow subsidiary and minority shareholders of subsidiary

are unsecured, interest-free and repayable in accordance

with normal trading terms.

The directors consider that the carrying amount of trade

payables approximates their fair value.

EEE-

N &EERAR FAREMBRR MELQ
ALBRRERRZEFEHRREER 2
B RBRIEFESIERER-

EERRENESRRZEEERELAF
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For the year ended 31 December 2006 EZ =L T NF1+-—A=1—HILFE

25. BANK LOANS 25. RITEX

2006 2005
—EEREF —ZTTRF
HK$’000 HK$’000
FHE T FET
Bank loans |ITERK 1,579,491 1,234,043
Secured [ 1,519,491 1,202,693
Unsecured Frisi i 60,000 31,350
1,579,491 1,234,043
The loans are repayable as follows: HRIBEEBRNT :
On demand or within one year —FANIZEREER 638,065 574,964
In the second to fifth years EF_EZFERF 380,545 606,593
After fifth year BERFE% 560,881 52,486
1,579,491 1,234,043
Less: Amount due for settlement AR —FREE 2T
within one year
(shown under current liabilities) IR EBEEIET) (638,065) (574,964)
Amount due for settlement AR —FREEZFR
after one year 941,426 659,079

The Company’s bank loan amounting to HK$615,770,000
(2005: HK$540,000,000) was secured by a corporate
guarantee from certain subsidiaries. Apart from the above,

certain of the Group’s other bank loans amounting to

KNAAEBEE615,770,0008 L (ZEZFH
% : 540,000,000 L) ZIRITEHRE
HETHWBARZ AR ERERM
BREXFaE AEEETFTHEAMRT

HK$903,721,000 (2005: HK$662,693,000) were secured by

a corporate guarantee from the Company.

B 7 903,721,000 Tt (Z T ZE H F:
662,693,000/ 7T) E A A A EEH 2 A A
ERIEEA-
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25. BANK LOANS (continued)
The bank loans of the Group, which were borrowed by
subsidiaries, that are denominated in currencies other than

the functional currencies of the relevant subsidiaries are set

RE I R M A

25.8RITE R (&)

AEBERMMBRREAZRITERAGH
MEBARNEEEE AN 2GR ERT:

out below:
us
HK$ dollars
T EpH
HK$’000 HK$’000
FHET FHET
As at 31 December 2006 R-EERF+_A=+—H 138,420 55,931
As at 31 December 2005 RZEERF+_A=+—H 138,420 77,575

The bank loans of the Group are variable-rate loans which
carry interest with reference to Hong Kong Interbank Offered
Rate and benchmark loan rates of financial institutions set
by The People’s Bank of China.

The directors consider that the carrying amount of bank

overdrafts and loans approximates their fair value.

BN REBZFHEREE ZRITER
MBT2EZBRTAERERFEAR

RITHENSREBEERE

E=ZRR/RTBEXREER

FERE

ESIESTE

ZEREERE N
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

26. DEFERRED TAX LIABILITIES 26. EERIEEFE
The following are the major deferred tax liabilities recognised AEBRAFERUNTFERRB 2 EERT
by the Group and the movements thereon during the current MEABERHEZEFHUT

and prior years.

Accelerated Revaluation

tax of land and

depreciation building Others Total
piiE:S TR
BBITE BFEM Hfth L

HK$'000  HK$'000  HK$000  HK$'000
TER TR TAT TER

At 1 January 2005 RZEZERE—A—H (299) (1,853) = (2,152)
Charge to income statement REANK RPN

for the year (Note 11) (BaE11) = = (2,043) (2,043)
Charge directly to equity for the year B 74 P B 25 # 25 b 418 - (620) = (620)
At 31 December 2005 R-EERS+-A=+-8H (299) (2,473) (2,043) (4,815)
Credit to income statement FAFARKEE (FaF11)

for the year (Note 11) - - 2,085 2,085
Charge to equity A BR 7 4 2 R - (62) = (62)
At 31 December 2006 R-EERE+T-A=+-H (299) (2,535) 42 (2,792)
The Group has tax losses of approximately HK$138,747,000 AEBE 2 BiIEE1E 138,747,000 7T (=
(2005: HK$61,333,000) available for offset against future T T R4 61,333,000 7T) + AT B K AR
profits. Deferred tax assets have not been recognised in FIHE 85 o B 7O AR 2 s 1) 2ROIR B DA TROR] - B Ut
respect of these losses due to the unpredictability of future WESZESERRECHIBEE -2
profit streams. Included in unrecognised tax losses are losses B R W sR B 18 /B 48 2 B5 1B 487,384,000/
of approximately HK$87,384,000 (2005: HK$41,824,000) T (ZZEZTFHF 41,824,000 7T) R =
that will expire in the period from 2007 to 2011. T+ FE_T——FHEEM-
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27. SHARE CAPITAL 27. B 7
2006 & 2005
—EEXER-SETEE
HK$’000
THET
Authorised: A TE AR AN
2,000,000,000 ordinary 2,000,000,0000%
shares of HK$0.10 each FRABECI10EB T2 T B 200,000
Issued and fully paid: EBEITREERA:
772,922,000 ordinary 772,922,000/%
shares of HK$0.10 each BREECIOE T EBK 77,292

28. SHARE BASED PAYMENT TRANSACTION 2. AR XN RIEZRF

Equity settled share option scheme URAFEEZEBRETE

The Company operates a share option scheme (the AKArlABRERT S ([%ET8])) &MU
“Scheme”) for the purpose of providing incentives and BB I O] 88 3 AN &R B 2 B DD 45 & E S B B
rewards to eligible participants who contribute to the success ZEBERSEE - ZTEEER2EER
of the Group’s operations. Eligible participants of the Scheme BERRARRMBARI RBERRICES
include directors, independent non-executive directors, and BYFRHTEEREE -ZATE R — NN
employees of the Company and any of its subsidiaries and +tF+ARB AR ARGREERET E
associates. The Scheme became effective upon the listing mMA - EXMBES BRIFFTUEHBH B
of the Company’s shares on the Stock Exchange on 5 AIFZFtEI B E B R TFMABR -

October 1997 and, unless otherwise cancelled or amended,

will remain in force for 10 years from that date.
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For the year ended 31 December 2006 #(Z2 —EENF+_A=+—HILFE

28. SHARE BASED PAYMENT TRANSACTION 2. URBINRIEZRS (4#)

(continued)

Equity settled share option scheme (continued) URAGEEZBRETE (&)

As at 31 December 2006, the number of shares in respect RZZBERNF+ZA=+—8 ' BREZ:

of which options had been granted and remained EEREMIDARTEZBREZ ARG
outstanding under the Scheme was 11,500,000, representing # H &11,500,000% 1§ X ARZAZE
1.49% of the shares of the Company in issue at that date. BITIRD1.49% - AR REA] A BB AR RE I I
Options may be exercised at any time from six months from BHBRHAEARN (B ZEZRF+H—
the date of grant of the share option, that is, from 1 October BE—_ZT——F=ZA=+H)KERK{TE-

2006 to 30 March 2011.

Details of specific category of share options are as follows: BREnEREZFBOT:

Date of grant Vesting period Exercise period Exercise price

& HH EEH THES TEE

31 March 2006 6 months 1 October 2006 to 30 March 2011 HK$1.266

—EERF 7~ & A —EERF+A—HZ 1.266/% 7T
—A=+—H —E——F=RA=+AH

109



_‘ TCC International Holdings Limited & JEEIBX & [E H R A 7

110

Notes to the Consolidated Financial Statements #x &

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

28. SHARE BASED PAYMENT TRANSACTION
(continued)
Equity settled share option scheme (continued)
The following table discloses movements of the Company’s
share options held by the directors and certain employees

during the year:

B %5 ¥R MY AL

2. AR REBZRS (£)

BUB AR 45 32 WS B AR ) (49)
TREBRENARAEERE T REM
SR EBER

Number of
share options Number of
Name or At expired At share options At Date of Exercise
category of 1 January during 31 December granted during 31 December grant of price of
participant 2005 the year 2005 the year 2006 share options share options
RER RER
SHEE R-ZZRF KB R-BZIF Bz R-BEARFE BERE BRE
BERER —A-B BR#EBE t-A=+t-H BREHE t-A=+-B BLAH TEE
Directors
5=
KOO Cheng Yun, Leslie 7,000,000 (7,000,000) - — = 11 April 2000 1.6504
Lo “ZETEWMA+-H
- - - 5,000,000 5,000,000 31 March 2006 1.266
“TTRFZA=+—H
WU Yih Chin 4,500,000 (4,500,000) = = = 11 April 2000 1.6504
RER “ZZRTEMA+—H
- - - 1,500,000 1,500,000 31 March 2006 1.266
—TTRFZA=+-H
CHIANG Cheng Hsiung 3,000,000 (3,000,000) = = = 11 April 2000 1.6504
LI —ZTTENMAT-H
CHEN Chi Hsiung 2,500,000 (2,500,000) - - - 11 April 2000 1.6504
B “ZETEWMAT-H
17,000,000  (17,000,000) - 6,500,000 6,500,000
Other employees 2,000,000 (2,000,000) = = = 11 April 2000 1.6504
HitfE g “ZZTENAT R
— - - 5,000,000 5,000,000 31 March 2006 1.266
—TTRFZA=+-H
2,000,000 (2,000,000) = 5,000,000 5,000,000
Total 19,000,000  (19,000,000) - 11,500,000 11,500,000
B

The estimated fair value of the options granted during the
year under the Scheme was HK$3,400,000.

FARBZTERE ZBEBREZ G AF
{8 /& 3,400,000 7t
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28. SHARE BASED PAYMENT TRANSACTION

(continued)

Equity settled share option scheme (continued)

The fair value of options granted under the Scheme was
calculated using the Black-Scholes pricing model. The inputs

into the model are as follows:

Weighted average share price HK$1.24
Exercise price HK$1.266
Expected volatility 25%
Expected life 5 years
Risk-free rate 4.468%
Expected dividend yield 1.96%

Expected volatility was determined by using the historical
volatility of the Company’s share price over the previous

one year.

Because the Black-Scholes pricing model requires the input
of highly substantive assumptions, including the volatility of
share price, changes in subjective input assumptions can

materially affect the fair value estimate.

The Group recognised the total expense of HK$3,400,000
for the year ended 31 December 2006 (2005: nil) in relation

to share options granted under the Scheme by the Company.

The Scheme was cancelled at the annual general meeting
held on 23 May 2006 and a new share option scheme (the
“New Share Option Scheme”) was adopted by the Company
at the annual general meeting held on 23 May 2006. No
option was granted under the New Share Option Scheme

for the period from its first adoption to 31 December 2006.

28. LR 3 2 Y &

IEZ’\ (Z.m

DRAEHE ZBREE (&)
RiIFZEZERDBRE 2 A FEIR
BERAR—FBITEEEAF T HEN
ZEBEMT

MmEFHKRE 1.24% 7T
TEE 1.26678 7T
T8 5K 18 25%
%EEJr HA PR 5%

i M & 4.468%
8 a+H SRS 1.96%

BAHREDKEBEARARRENBE—FA
ZERRERE -

HRAN R —F B EERAZRE AR
ZZRBREBE BREBREZRE TAEE
BREEMOBEE(C AR HRFEGE
EEBERTE-

AEEBRBE_TENFT_A=1—
HIEFEERAARRARIREBZEMKE 2
FERRHE 2 B /8% /3,400,000 7L (=&
THEE)-

ZEEIM —ETERFRA-T=HETZ
BRBFREGLETFTURILE-ARAR_F
TEREFAALT=ZBRTZRRBEFRE
B AR — TR R AR AT & (1T R AR AT
) REBREFEEEERAE_Z
ERFTZRAR=1t—RILHHE ARFH
AR B R RO AT 1R h T B AR -
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For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

28. SHARE BASED PAYMENT TRANSACTION

(continued)

Equity settled share option scheme (continued)

The purpose of the New Option Scheme is to enable the
Directors to grant Options to selected Eligible Persons as
incentives or rewards for their contribution or potential
contribution to the Group. The basis of eligibility of any of
the Eligible Persons to the grant of Options shall be
determined by the Directors from time to time on the basis
of the Directors’ opinion as to his contribution or potential
contribution to the development and growth of the Group.
Eligible Persons means any person falling within one of the

following classes:

() any Director or proposed Director (whether executive
or non-executive, including any independent non-

executive Director), employee or proposed employee

of any member of the Group or any Controlling

Shareholder or any company controlled by a Controlling

Shareholder (a “Category A Eligible Person”); or

(i) any holder of any securities issued by any member of
the Group or any Controlling Shareholder or any
company controlled by a Controlling Shareholder (a

“Category B Eligible Person”);

and, for the purposes of the New Share Option Scheme,
shall include any company controlled by one or more persons

belonging to any of the above classes of persons;

The total number of shares in respect of which options may
be granted under the New Share Option Scheme is not
permitted to exceed 10% of the shares in issue as at the
date of adoption of the New Share Option Scheme. The
Company can grant share options to subscribe upto
77,292,200 shares of the Company under the New Share
Option Scheme. The 10% limit may be refreshed with the

approval of shareholders of the Company.

RE I R M A
28. AR XN REZRS (4)

DRAEHE ZBREE (&)
MEREAIAEEETESR N HEK
BETHEEREBRAL (FRARFHASK
BFffE2 ERSEER B BB SR -
EMNEERMATERBREZER KH
EETHREBEESFHRAUAEEHER LIE
RFEZERKEERERMCERMEE -
EERALHEMNBR TIEF—FEZA
=+

() MAKBEEMAKE QB REAZEREK
BB AE A i PR AR AR R ) 2 1 BB
ZEMEBEBERREEIES (TR AT
HERT BREEMNBIIENTE
F) RESREEES (AEAERA
1)k

(i) ANEEEMKE A RS EAIZERRER
HE M BHZERRRZES 2 RREITZ
EREHFZEMTFEA ([BRAER
AT]) gk

ﬁﬁ?ﬁ%ﬁﬁ%ﬁ&%ﬁiwﬁé’% BiEE LaE
M—FEz—BAZRALENZEMD

Al

EATEARIRET R IR ST 81 I 2 BB AR A T
A FRITZRHBE EHTEBBME
PRERT B ERME AR BT 10% ° &
7™ ) B] AR 4R HT B AR R E B B S AR A - A
R T %77,292,20008 K 2 A AL 19 o & AR
ARIRERER  Z10% ERA] T E 3o
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28. SHARE BASED PAYMENT TRANSACTION

(continued)

Equity settled share option scheme (continued)

The number of shares issued and to be issued in respect of
which options granted and may be granted to any individual
in any one year is not permitted to exceed 1% of the shares
of the Company in issue at any point in time, without prior
approval from the Company’s shareholders. Any Option to
be granted to a Director, chief executive or substantial
shareholder of the Company (or any of their respective
associates) must be approved by the independent non-
executive Directors (excluding any independent non-

executive Director who is the grantee of the Option).

If a grant of option to a substantial shareholders or
independent non-executive Directors (or any of their
respective associates) will result in the total number of Shares
issued and to be issued upon exercise of options already
granted and to be granted to such person under the New
Share Option Scheme and any other share option schemes
of the Company (including options exercised, cancelled and
outstanding) in any 12-month period up to and including
the Date of Grant representing in aggregate over 0.1 per
cent. of the Shares in issue; and in excess of HK$5 million,
such further grant of Options is required to be approved by

Shareholders.

The option period commences on the Commencement Date
(the date upon which the options are deemed to be granted
and accepted) of such options and ends on the close of
business on the day immediately preceding the tenth

anniversary thereof.

2. AR REBZRS (£)

IR A8z IR 8 ()

AR RBBERILE ERALREMR—
FRELRAIEER ZBERET AITEE
FrBTRETRITZROHEE TEEBHB
RRABREMEE DS ETRD1% > LRE
EARAETBTBRABHEERR (K
EREZEMBEAN) REBRE ALSE
VIHRITEE (TEELRS REREAR
AZEFRBIIFATES) #E-

WEARREERRABILIIFANTES
(HEES 2 EMBMEAN) B EHEMBER
B RERREERBERD BEILEERA
128 A ARITER B ERES B REAR
AEMEMERESEERZALTERER
BELZERE (BEETE BEEHRE
RITE 2 BIRE) MBETREETZRG
BEEHBRAEEITRHNOINK BB
5,000,000/ 7T - Bl — 20 4% BB AR RE 7B 48
& SRt o

BREMBRZEFEREZREIGR (BK
REERERERCERR 2 AH) A
VYHREEERHRFAHB —ELXBE

B JE i
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2006 #{Z =TT NF1+=—A=1—HILFE

SHARE BASED PAYMENT TRANSACTION

(continued)

Equity settled share option scheme (continued)

The exercise price per share shall be determined by the
Board, being at least the higher of (i) the closing price of
the Shares on the date on which an option is offered to an
Eligible Person, which must be a business day (“Offer Date”);
(i) the average closing price of the Shares for the five trading
days immediately preceding the Offer Date, and (iii) the

nominal value of one Share.

The New Share Option Scheme shall be valid and effective
for a period of 10 years commencing on the adoption date,
of 23 May 2006.

RESERVES

The contributed surplus of the Group represents the
difference between the fair value of the combined net assets
value of the subsidiaries involved in the Group reorganisation
in September 1997 and the assets, liabilities and
undertakings which relate to the import and distribution of
cement carried out by Hong Kong Cement Manufacturing
Company Limited prior to the Group reorganisation (the
“Relevant Business”), as if they were acquired by the Group
when the subsidiaries and the Relevant Business
commenced operations, and the nominal value of the

Company'’s shares issued in exchange therefor.

In accordance with the relevant PRC regulations applicable
to wholly foreign owned enterprises, one of the Company’s
PRC subsidiaries is required to appropriate an amount of
not less than 10% of its annual after tax profit to the statutory
reserve fund, which may be used to increase the paid-up

capital of the PRC subsidiary.

RE I R M A
28. AR XN REZRS (4)

29.

URAEE 2 BRETS (&)
BRBRHITFEEEHESEEET YED
BERUT=FPZRSE:((EMNEER
ATIREEREE B (MWEAREHER) 2R
B (24 B ) () 2HEZLH R M7

hER S B 2 ’kHFEUTE: K(i)—h
RHEE-

=)

=

BRI ZERPATFE ARAE
HAIZZEZRFREA-_+=H) BE X%

i 8
AEEZHBABBEARER - ANLF
NAETEASRZMBRARZAHEE
FEARBRREMNBRAR RAEEEMR
AIZBBIORBERARMS Z/HRED K
DHER ([BREB]) RAKRAEER
ERASERBEAREREBZEE A
BREB2AFEE BEfEAHRIRREZ
ARARERTROMEZEZRE-

REEMERBNIEBELXE 2PEDR
BARBED —HTENERRAST
DRBFRBIREN10% 2 FIRRE X
ERBES ZEFRATEZTERBEA
RIBMBEMELRZR-
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30. RETIREMENT BENEFITS PLANS

31.

The Group operates a Mandatory Provident Fund Scheme
for all qualifying employees in Hong Kong. The assets of
the plans are held separately from those of the Group in

funds under the control of trustees.

The employees of the Company’s subsidiaries in the PRC
are members of state-managed retirement benefit plans
operated by the government of the PRC. The subsidiaries
are required to contribute a specified percentage of payroll
costs to the retirement benefit schemes to fund the benefits.
The only obligation of the Group with respect to the

retirement benefit plan is to make the specified contributions.

The total expense recognised in the consolidated income
statement of HK$674,000 (2005: HK$666,000) represents

contributions payable to these plans by the Group at rates

30. 3B ¢k 18 R 5T &

AEESABERERREEER —ERHIE
ARG EFEEEBURAKEEZE
E-AFEARGZEE AT

AEEURTEZMBARZEESTH
BNFERzBREBRRENFE S
EU-?%MTE RIAZEEH S 2 X [EE

DL AR RRE A E EIE R R R1E
%U%%ﬂhfm\% AEE A BR KRR

gz —BEERELEEMRR

REEZRAEZRAUEE 2L REMNZSE
& 2 A674,0008 T (ZEE R E:
666,000/ 7T) ' Z BB E NI AE RaE R iE

specified in the rules of the plans. RBARKe
CAPITAL COMMITMENTS 31. EAREIE
2006 2005
—EERX —EERF
HK$’000 HK$’000
FE T FAT
Capital expenditure in respect EETRME RN GFE B ik
of acquisition of property, plant and BiE2EE
equipment contracted for but ME-HERZE2ZERNTH
not provided in the consolidated
financial statements 217,669 288,495
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32. OPERATING LEASE COMMITMENTS 32. EEMHNEE
At the balance sheet date, the Group had outstanding REBER AEBRTARE 2 EE£AY
commitments for future minimum lease payments under non- 2 B & &R EFKIBIEW M KRBT 2 &
cancellable operating leases which fall due as follows: E-EEmAET:
2006 2005
—EEXREF —ZZETREF
HK$°000 HK$'000
FERT FAT
Within one year —F KN 6,633 6,532
In the second to fifth years inclusive E_FEERLF (BEERWE) 24,129 25,445
Over five years BiBEAE 85,160 94,786
115,922 126,763
Operating lease payments represent rentals payable by the EEBAAEEASEEREETHEDE
Group for certain of its rented premises. Leases are Bz - BAHFHRE=F-

negotiated for an average term of three years.
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33. RELATED PARTIES TRANSACTIONS B.BEAELRS
In addition to the transactions and balances set out bRz S ISk B fth b 75 P 2 2 5 [k 4
elsewhere in these financial statements, during the year, BN AARFE - ANEBBEEIT N EKEH
the Group entered into the following material related party BATRS:

transactions:

23]
Al

Transactions of a recurring nature KEMEZRS

Transactions (i) to (iv) also constitute connected transactions FNERWVBEXSNEXNEBBER S
as defined under the Rules Governing the Listing of ERARZES EMARA ([ EMmAER]) AT
Securities on The Stock Exchange of Hong Kong Limited BCHEERS:
(the “Listing Rules”):
2006 2005
Notes HK$’000 HK$’000
—EEREF —EERF
Bt & FET FAET
(i) Purchases of cement from () MEBKZERAA]
the ultimate holding company BEKE (a) 87,685 76,668
(i) Rental expenses payable to (i) B —ERZR
a fellow subsidiary WEBARZEL (a 4,320 4,320
(i) Rental expenses payable (iii) B — A E QA
to a related company* ZHe (a) 1,631 2,031
(iv) Logistic and unloading services (iv) B — R R
fee payable to a fellow subsidiary MEBARZWMR (a 5,365 2,823
RHEREE
(v) Sales of cement to an associate (v) A —fEEE & A A (b) 35,802 38,560
SHE K
* The related company is an associate of the ultimate holding Y RBEERFRAFERL AL HE R A]e
company.
The remuneration of key management personnel is disclosed TEEEAB MR FoRE-
in note 9.
Notes: % -
(@) The prices of these transactions were determined between () ZERFHZEBHEBANEFTZRERRIIZ
the parties with reference to the agreements signed. HEETE-
(b)  The price of these transactions were determined between the b)) ZERGHZEERBANEFTLREMBER
parties with reference to market prices. BT
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34. SUBSIDIARIES 34. [t B A &
Details of the Company’s principal subsidiaries at 31 ARRRZZEERNFT+A=1+—8B2=%
December 2006 are as follows: ZMBEBRARIMAT:
Nominal value
Place of of issued
incorporation ordinary shares/ Proportion of
Name of subsidiary and operation registered capital ownership interest Principal activities
AR R BERTLZERE/
WEARERE XM ZMRAEE EhEERRELH  TEXHK

Directly  Indirectly
= EikES

TCC Hong Kong Cement British Virgin Ordinary 100% - Investment holding
(BVI) Holdings Limited Islands (“BVI")/ US$1,000 REEK
Hong Kong L@k
RERAEE 1,000% 7
([RLBER]) /EBH
Ulexite Investments BVI/Hong Kong Ordinary 100% - Investment holding
Limited BRREE/EE US$100 REER
EpL
100% 7T
TCC Hong Kong Cement BVI Ordinary = 100%  Investment holding
(International) Limited RAEHS US$100 REER
100% 7T
TCC Hong Kong Cement BVI/Hong Kong Ordinary = 100%  Property holding
Development Limited ERESE/BE US$10 BHEME
10%7T
Deferred™*
US$90
BEBR
90ETT
Dragon Pride International BVI/Philippines Ordinary = 100%  Provision of cement
Limited ELZEE/FEE US$100 handling services
=T RN B2 R
100% 7T
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34. SUBSIDIARIES (continued)

Name of subsidiary

Place of
incorporation

and operation

For the year ended 31 December 2006

Nominal value
of issued
ordinary shares/

registered capital

34. B A F (&)

Proportion of

ownership interest

A B R M A

BE—TENFT-A=1T—HILFE

Principal activities

AL R EROTEERE/
WEARER E S A RAEE EhEBEARERELH - ETEXHK
Directly  Indirectly
B% EikES
Chiefolk Company Hong Kong Ordinary - 70%  Investment holding
Limited B HK$1,000,000 REER
1,000,000/ 7T
Hong Kong Cement Hong Kong Ordinary — 100%  Import and distribution
Company Limited e HK$10,000 of cement
EREL EORAHEKE
10,000 7T
Koning Concrete Limited Hong Kong Ordinary = 100%  Investment holding
BiE HK$100 REZR
100% 7T
TCC Cement Corporation Philippines Ordinary - 100%  Provision of cement
FEE Peso 91,020,500 handling services
EREle REKERERY
91,020,500 &
Anhui King Bridge Cement PRC/Mainland Registered capital = 60%  Manufacture and
Company Limited* China US$15,000,000 distribution of cement
ZHARBKRERR A" BB A AR and slag powder
15,000,000% 7T HERDHKR
REEH
TCC Fuzhou Cement PRC/Mainland Registered capital - 100%  Manufacture and
Company Limited* China US$16,250,000 distribution of cement
BMERKEERR A th /o B AR T MEX SERDHEKE

16,250,000% 7T
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34. SUBSIDIARIES (continued)

Name of subsidiary

Place of
incorporation

and operation

Nominal value
of issued
ordinary shares/

registered capital

RE I R M A

34. B A F (&)

Proportion of

ownership interest

Principal activities

AL R EROTEERE/
WEARER E S A RAEE EhEBEARERELH - ETEXHK
Directly  Indirectly
B% EikES
Ying Xin Yingde Cement PRC/Mainland Registered capital = 100%  Manufacture and
Co. Ltd.* China US$2,000,000 distribution of cement
815 (HE) KRB A /B R EMER HER D HEKE
2,000,000% 7T
TCC Fuzhou Yangyu Port PRC/Mainland Registered capital - 100%  Provision of port facility
Company Limited* China US$5,000,000 services
R =D e Y hE B AR EMER 1R 44 185 58 2% e PR 7%
BARRDA 5,000,000 7T
TCC Liuzhou Construction PRC/Mainland Registered capital - 42%*  Manufacture and
Materials Company China US$13,500,000 distribution of cement
Limited* B A & A and slag powder
WHaRFERMERRA" 13,500,000 7T HERDHEKE
REEH
TCC Yingde Cement PRC/Mainland Registered capital - 100%  Manufacture and
Company Limited* China US$135,400,000 distribution of cement
A (HEE) KEERR A Sl AC DN BRIKEN HERAHEKE
135,400,000% 7T
HKC Investments Limited Taiwan Ordinary = 100%  Investment holding
EREARNARRA NT$695,000,000 REARR
=) gl
695,000,000%T & %
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For the year ended 31 December 2006

SUBSIDIARIES (continued)

# Registered as wholly foreign owned enterprise registered under

the PRC law.

* Registered as equity joint ventures registered under the PRC

law.

** A subsidiary of a non wholly-owned subsidiary of the Company
and, accordingly, is accounted for as a subsidiary by virtue of

the Company’s control over it.

***  The deferred shares of TCC Hong Kong Cement Development
Limited are non-voting, carry no rights to dividends and are
only entitled to a return of capital when the surplus exceeds

US$1,000,000,000,000,000,000,000.

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

length.

None of the subsidiaries had in issue any debt securities at
31 December 2006.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 29 March 2007.

34.

35.

A B R M A

BE—TENFH+-A=1+—HILFE

M BAT (&)
# BED BARIE A B L Bl Rt 2 S B B 1
%o

Y BERBREBEFEEZHEMZEENA-

» ARFEZHEEMBERNAZHE LR
ERAIHE P EERBIE L FISAR -

***  TCC Hong Kong Cement Development
Limited 2 B ZE BRI T~ B 1R 52 4% - 75 T Ko
FERREZERN BEFEEGESD
1,000,000,000,000,000,000,000 3 7T 5
FEERERERA

EREIAEZERRYANFEEERBNK
TEEFEIBKAKEEEFEZEE
MO ZARBNBRAB -EEERR &
HMBARZHE SEMBR TR

R-BERF+-_A=+—H HENS
NABITEMES-

B Rk oz

HBEHRRER _ZEZELF=A_+LBE
EFgHE
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