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Ultimate holding company

The Company is a public company incorporated in Hong Kong and
its shares are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The directors regard the ultimate holding
company as at 31 December 2006 to be China Resources National
Corporation (“CRNC”), a company established in the Chinese
Mainland. The address of the registered office and principal place of
business of the Company is disclosed in the annual report.

The Group is principally engaged in retail, beverage, food processing
and distribution, textile, property investment and petroleum and
related products distribution businesses. The principal activities of
the Company are property investment and investment holding, and
the activities of its principal subsidiaries and associates are shown
on pages 161 to 169.

Basic of preparation of the financial statements

The financial statements for the year ended 31 December 2006 have
been prepared in accordance with accounting principles generally
accepted in Hong Kong. Save as specified in the principal accounting
policies as set out in note 2, the financial statements have been
prepared under the historical cost convention.

In addition, the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of Securities
on the Stock Exchange and by the Hong Kong Companies
Ordinance.

Change in Accounting Policy

In prior years, interests in jointly controlled entities were accounted
for using the equity method, which are stated on the consolidated
balance sheet at the Group’s share of net assets of the entities plus
goodwill arising on acquisitions, less any identified impairment loss.

With effect from 1 January 2006, the Group adopts the proportionate
consolidation method as set out in the Hong Kong Accounting
Standard (“HKAS”) 31 “Interests in Jointly Controlled Entities” for
the recognition of interests in jointly controlled entities. The Directors
of the Company consider that the use of proportionate consolidation
method better reflects the substance and economic reality of the
Group’s interests in jointly controlled entities.

Under the proportionate consolidation method, the Group’s share
of assets, liabilities, income and expenses of joint controlled entities
is combined on a line-by-line basis with similar items in the Group’s
financial statements.
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Change in Accounting Policy (continued)

Although the change in accounting policy does not have any effect
on the Group’s net assets as at 31 December 2005 and the Group’s
consolidated profit attributable to shareholders for the year ended
31 December 2005, it would result in certain changes in individual
line items of the consolidated accounts. The new accounting policy
has been applied retrospectively and the comparatives have been
restated accordingly. Details of the accounting policy are set out in
note 2C.

(i)  Restatement of prior periods and opening balances
(1)  Effect on the consolidated profit and loss account for
the year ended 31 December 2005

RIS
“EBLE EPryE
2005 Effectof Z—BBHE

(MEEH)  changein 2005
(As previously  accounting (&5
reported) policy (As restated)

BEEET A¥EET  AY%EER
HK$ million ~ HK$ million ~ HK$ million

Turnover 53,584 307 53,891
Cost of sales (44,439) (259) (44,698)
Gross profit 9,145 48 9,193
Other income 1,661 12 1,673
Selling and distribution expenses (5,449) 3) (5,452)
General and administrative expenses (2,102) (51) (2,153)
Finance costs (439) (1) (440)
Share of net results of jointly

controlled entities B (5) =
Share of net results of associates 354 - 354
Profit before taxation 3,175 - 3,175
Taxation (557) - (657)
Profit for the year 2,618 - 2,618
Attributable to:

Shareholders of the Company 2,220 - 2,220

Minority interests 398 - 398

2,618 - 2,618
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Change in Accounting Policy (continued)
(i)  Restatement of prior periods and opening balances
(continued)
(2) Effect on the consolidated balance sheet as at 31
December 2005

BEHER
“EREE  ggepeE
2005 Effectof Z—FBTERE

(MEEH)  changein 2005
(As previously  accounting (&%)
reported) policy (As restated)

AEEET AKEEr  BBEER
HK$ million  HKS$ million  HK$ million

Non-current assets
Fixed assets
- Investment properties 5,402 - 5,402
- Interests in leasehold land
held for own use under

operating leases 2,055 5 2,060
— Other property, plant

and equipment 13,398 576 13,974
Goodwill 3,084 - 3,084
Other intangible assets 227 403 630
Interests in jointly controlled entities 896 (896) =
Interests in associates 1,070 - 1,070
Available for sale investments 58 19 77
Prepayments 411 — 41
Deferred taxation assets 140 - 140
26,741 107 26,848

Current assets
Stocks 6,473 17 6,490
Trade and other receivables 5,487 129 5,616
Derivative financial instruments 70 - 70
Taxation recoverable 22 - 22
Cash and bank balances 6,668 258 6,926
18,720 404 19,124
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A ERBREE (B C  Change in Accounting Policy (continued)
()  EZFTEIR A4 () ()  Restatement of prior periods and opening balances
(continued)
@ RZEERF+ZA=1+—H% (2) Effect on the consolidated balance sheet as at 31
GEEABRITE ) December 2005 (continued)

BEHER
“EREE  gEepe
2005 Effectof Z—BFLE

(MEEH)  changein 2005
(As previously  accounting (&%)
reported) policy (As restated)

AEREL A¥EET  A¥EER
HK$ milion  HK$ million  HKS$ million

wEafE Current liabilities
BH REMENTIE Trade and other payables (11,268) (282) (11,550)
fTESBTE Derivative financial instruments (85) - (85)
REER Short term loans (5,169) - (5,169)
FER TR Taxation payable (234) - (234)
(16,756) (282)  (17,038)
RBEEFE Net current assets 1,064 122 2,086
BEERRDER Total assets less current liabilities 28,705 229 28,034
krgatE Non-current liabilities
=3 = Long term liabilities (4,811) (229) (5,040)
ERERIEAR Deferred taxation liabilities 951) - (951)
22,943 - 22,943
BEXRGE Capital and reserves
A Share capital 2,233 = 2,233
i Reserves 15,963 = 15,963
AATRRREGER Equity attributable to shareholders
of the Company 18,196 — 18,196
DYREED Minority interests 4,747 - 4,747
s Total equity 22,943 - 22,943
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Adoption of new and revised Accounting Standards and

Interpretation

The Hong Kong Institute of Certified Public Accountants has issued

a number of new and revised HKAS and Hong Kong Financial

Reporting Standards (“HKFRS”) that are effective or available for

early adoption for the financial year beginning 1 January 2006. In

the current year, the Group has adopted the following amendments

and interpretation, which are relevant to the Group’s operations for

the financial year ended 31 December 2006.

HKAS 39 (Amendment) Cash Flow Hedges Accounting of
Forecast Intragroup Transactions

The Fair Value Option

Financial Guarantee Contracts

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4
(Amendment)

HKFRS Intrepretation 4 Determining whether an Arrangement
contains a Lease

The adoption of the above amendments and interpretation had no
material effects on the Group’s and the Company’s results and
financial position and did not result in substantial changes to the
Group’s accounting policies. No prior year adjustment has been
made.

D(i) Accounting Standards and Interpretations that are not yet

effective

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

HKAS 1 (Amendment)
HKFRS 7

HKFRS 8

HKFRS Interpretation 7

Capital Disclosures

Financial Instruments: Disclosures

Operating Segments

Applying the Restatement Approach
under HKAS 29 “Financial Reporting
in Hyperinflationary Economies”

HKFRS Interpretation 8 Scope of HKFRS 2

HKFRS Interpretation 9 Reassessment of Embedded

Derivatives

HKFRS Interpretation 10 Interim Financial Reporting and
Impairment

HKFRS Interpretation 11 HKFRS 2 — Group and Treasury Share
Transactions

HKFRS Interpretation 12 Service Concession Arrangements
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Consolidation

The consolidated financial statements of the Group include the
financial statements of the Company and of all its direct and indirect
subsidiaries and also incorporate the Group’s interests in jointly
controlled entities and associates on the basis set out in notes 2C
and 2D below. The results of subsidiaries, jointly controlled entities
and associates acquired or disposed of during the year are included
from the effective date of acquisition or up to the effective date of
disposal, as appropriate. All material intra-group transactions and
balances have been eliminated on consolidation.

Subsidiaries

A subsidiary is an enterprise in which the Company, directly or
indirectly, holds more than half of the issued share capital or controls
more than half of the voting power, or where the Company controls
the composition of its board of directors or equivalent governing
body. In the Company’s balance sheet, investments in subsidiaries
are carried at cost less any impairment loss. The results of
subsidiaries are accounted for by the Company on the basis of
dividends received and receivable.

Jointly Controlled Entities

A jointly controlled entity is a joint venture held as a long term
investment and a contractual arrangement whereby the Group and
other parties undertake an economic activity which is subject to
joint control. The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial statements
using proportionate consolidation method. Under the proportionate
consolidation method, the Group combines its share of the jointly
controlled entities’ individual income and expenses, assets and
liabilities and cash flows on a line-by-line basis with similar items in
the consolidated financial statements. The Group recognises the
portion of gains or losses on the sale of assets by the Group to the
jointly controlled entity that it is attributable to the other venturers.
The Group does not recognises its share of profits and losses from
the jointly controlled entity that result from the Group’s purchase of
assets from the jointly controlled entity until it resells the assets to
an independent party. However, a loss on the transaction is
recognised immediately if the loss provides evidence of a reduction
in the net realisable value of current assets, or an impairment loss.
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Associates

An associate is an enterprise, not being a subsidiary nor a jointly
controlled entity, over which the Group is in a position to exercise
significant influence through participation in the financial and
operating policy decisions of the investee. The results and assets
and liabilities of associates are incorporated in the consolidated
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 of changes in
equity of the associates, less any identified impairment loss. When
the Group’s share of losses of an associate equals or exceeds its
interest in that 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. In the consolidated balance sheet, interests in
associates are stated at the Group’s share of net assets of the
associates plus goodwill arising on acquisitions taking into effect
the policy on goodwill in note 2E.

Goodwill

Goodwill arising on consolidation represents the excess of the cost
of acquisition over the Group’s interest in the fair value of the
identifiable assets, liabilities and contingent liabilities of the acquired
subsidiary/jointly controlled entity/an associate at the date of
acquisition. Goodwill is tested for impairment at the reporting date
and whenever there is an indication that the cash generating unit to
which the goodwill relates may be impaired. Such goodwill is carried
at cost less accumulated impairment losses. An impairment loss for
goodwill is recognised in the consolidated profit and loss account
and is not reversed in a subsequent period. On subsequent disposal
of a subsidiary, a jointly controlled entity or an associate, the
attributable amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.

The Group has applied HKFRS 3 - “Business Combinations”
prospectively from 1 January 2005. Goodwill arising on acquisitions
prior to 1 January 2001 continues to be recognised as a deduction
from equity and should not be recognised in the consolidated profit
and loss account when the Group disposes of all or part of the
business to which that goodwill relates or when a cash-generating
unit to which the goodwill relates becomes impaired.
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Goodwill (continued)

For previously capitalised goodwill arising on acquisitions on or after
1 January 2001 and prior to 1 January 2005, the Group has
discontinued amortisation from 1 January 2005 onwards, and such
goodwill is tested for impairment at the reporting date, and whenever
there is an indication that the cash generating unit to which the
goodwill relates may be impaired.

A discount on acquisition arising on an acquisition of a subsidiary, a
jointly controlled entity or an associate represents the excess of the
Group’s interest in the fair value of the identifiable assets, liabilities
and contingent liabilities of the acquired subsidiary/jointly controlled
entity/an associate at the date of acquisition over the cost of
acquisition. Discount on acquisition of a subsidiary and jointly
controlled entity are recognised immediately in the consolidated profit
and loss account. A discount on acquisition arising on an acquisition
of an associate is included as income in the determination of the
Groups’ share of results of associate in the period in which the
investment is acquired.

Financial assets and liabilities
The Group’s financial assets are classified as “financial assets at fair

» oo

value through profit or loss”, “available-for-sale financial assets”,
“loans and receivables” and “held-to-maturity financial assets”
dependent on the purpose for which the assets are acquired.
Financial liabilities are classified as “financial liabilities at fair value
through profit or loss” and financial liabilities other than financial
liabilities at fair value through profit or loss (other financial liabilities).

Details of classifications and measurements are as follows:

(@)  Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are initially
measured at fair value and have two sub-categories: financial
assets held for trading and those designated at fair value
through profit or loss on initial recognition. At each balance
sheet date subsequent to initial recognition, financial assets
at fair value through profit or loss are measured at fair value,
with changes in fair value recognised directly in the profit and
loss account in the period in which they arise.
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Financial assets and liabilities (continued)

(®)

()
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Loans and receivables

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 are carried at amortised cost
using the effective interest method, less any identified
impairment losses.

An impairment loss is recognised in profit or loss 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.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that
the Group’s management has the positive intention and ability
to hold to maturity. Held-to-maturity investments are initially
recognised in the balance sheet at fair value plus transaction
costs. Subsequently, they are stated in the balance sheet at
amortised cost using the effective interest method, less any
identified impairment losses.

An impairment loss is recognised in the profit and loss account
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 estimated future cash flows
discounted at the effective interest rate computed on initial
recognition. If in a subsequent period the amount of an
impairment loss decreases and the decrease can be linked
objectively to an event occurring after the impairment loss was
recognised, the impairment loss is reversed through the profit
and loss account. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding that which
would have been determined had no impairment loss been
recognised in prior years.
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Financial assets and liabilities (continued)

(@)

(€

Available for sale investments

Available for sale investments are non-derivatives that are either
designated in this category or not classified in any of the other
categories. They are included in non-current assets unless
management intends to dispose of the investment within twelve
months from the balance sheet date.

The Group holds certain investments in equity securities, that
do not have a quoted market price in an active market and
whose fair value cannot be measured reliably. These available
for sale investments are stated at cost less impairments. Apart
from this, available for sale investments are initially recognised
at fair value plus transaction costs. At each balance sheet date
the fair value is remeasured, with any resultant gain or loss
being recognised directly 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 the profit and loss
account.

An impairment loss is recognised in the profit and loss account
when there is objective evidence that the equity investment is
impaired. The amount of the impairment loss is measured as
the difference between the carrying amount of the equity
investment 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. Any subsequent increase in the fair value
of such equity investments is recognised directly in equity.

Financial liabilities at fair value through profit or loss

At each balance sheet date subsequent to initial recognition,
financial liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value recognised
directly in the profit and loss account in the period in which
they arise.
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F Financial assets and liabilities (continued)

®)

Other financial liabilities
Other financial liabilities are subsequently measured at
amortised cost, using the effective interest rate method.

Convertible bonds

Convertible bonds are classified separately into respective
liability and equity components on initial recognition. On initial
recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the proceeds of the
issue of the convertible bonds and the fair value assigned to
the liability component, representing the embedded call option
for the holder to convert the bonds into equity, is included in
warrant reserve.

In subsequent periods, the liability component of the convertible
bonds is carried at amortised cost using the effective interest
method. The equity component will remain in warrant reserve
until the embedded option is exercised. Where the option
remains unexercised at the expiry date, the balance stated in
the warrant reserve will be transferred to the retained profits.
No gain or loss is recognised in profit and loss upon conversion
or expiration.

G Fixed Assets

@

(®)
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Investment properties

Investment properties are interests in land and buildings in
respect of which construction work has been completed and
which are held for long term rental and/or for capital
appreciation. Such properties are carried in the balance sheet
at their fair value. Changes in fair value of investment properties
are recognised directly in the profit and loss account in the
period in which they arise.

Construction in progress

Properties, plant and equipment in the course of construction
for production, rent or administrative purposes or for purposes
not yet determined, are carried at cost less accumulated
impairment losses, if any. Cost includes all construction
expenditure, professional fees, borrowing costs capitalised and
other relevant expenses directly attributable to such projects.

No provision for depreciation is made on construction in
progress until such time when construction work is complete
and the costs of construction are transferred to the appropriate
category of fixed assets when available for use.
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Fixed Assets (continued)

(©

Other property, plant and equipment

Fixed assets other than investment properties and construction
in progress are stated at cost less accumulated depreciation
and accumulated impairment losses, if any.

Depreciation of other fixed assets is provided to write off the
cost of the assets over their estimated useful lives and after
taking into account their estimated residual values, using the
straight line method. The residual values and useful lives are
reviewed and adjusted, if appropriate, at each balance sheet
date. The estimated useful lives are as follows:

— Interests in leasehold land held for own use under
operating leases are amortised on a straight-line basis
over the period of the lease term

— Buildings situated on leasehold land are depreciated over
the shorter of the unexpired term of lease and their
estimated useful lives, being 20 to 50 years

— Leasehold improvements 3 to 10 years or over the

unexpired term of lease,

whichever is shorter
5to 15 years

10 years

5 to 25 years

3to 10 years

3 to 8 years

- Vessels

- Cold storage facilities

- Plant and machinery

- Furniture and equipment
- Motor vehicles

The gain or loss on the disposal or retirement of an item of
other property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount
of the asset and is recognised in the profit and loss account.
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Fixed Assets (continued)

(@)

(e)
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Leased assets

(i)  Assets acquired under finance leases
Assets acquired pursuant to finance leases that transfer
to the Group substantially all the risks and rewards
incident to ownership are classified as being held under
finance leases and are accounted for as if purchased
whereby an amount equivalent to cost is recorded as
fixed assets and as obligations under finance leases.
Depreciation is provided in accordance with the Group’s
depreciation policy. Payments to the lessor are treated
as consisting of capital and interest elements. The interest
element is charged to the profit and loss account.

(i) Operating lease charges
All leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified as
operating leases.

Rental income or expense arising from operating leases
(net of any benefits received and receivable as an
incentive to enter into an operating lease) is recognised
in the profit and loss account on a straight line basis
over the periods of the respective leases except where
an alternative basis is more representative of the time
pattern of the user’s benefit.

The cost of acquiring land held under an operating lease
is amortised on a straight-line basis over the period of
the lease term except where the property is classified as
an investment property.

Impairment of fixed assets

At each balance sheet date, both internal and external sources
of information are considered to assess whether there is any
indication that fixed assets other than investment properties
are impaired. If any such indication exists, the recoverable
amount of the assets is estimated and where relevant, an
impairment loss is recognised to reduce the asset to its
recoverable amount. Such impairment losses are recognised
in the profit and loss account.

Where an impairment loss subsequently reverses, the carrying
amount of the assets is increased to the revised estimate of
its recoverable amount. Such reversal of impairment loss is
limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited to the profit
and loss account in the year in which the reversals are
recognised.
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Other intangible assets

On initial recognition, other intangible assets acquired separately
and from business combinations are recognised at cost and at fair
value respectively. After initial recognition, other intangible assets
with indefinite useful lives are carried at cost less subsequent
accumulated impairment losses. Other intangible assets with finite
useful lives are stated at cost and are amortised on the straight line
method over their useful lives with amortisation commences when
the asset is available for use. The estimated useful lives of other
intangible assets with definite useful lives are as follows:

Brand names 10 to 20 years
Patent royalty 50 years

These intangible assets are assessed for impairment at each balance
sheet date by comparing their carrying amounts with their recoverable
amounts. Where indication of impairment exists, an impairment loss
is charged to profit and loss to reduce the assets to its recoverable
amount. Where an impairment loss subsequently reverses, the
carrying amount of the assets is increased to the revised estimate
of its recoverable amount. Such reversal of impairment loss is limited
to the asset’s carrying amount that would have been determined
had no impairment loss been recognised in prior years.

Deferred taxation

Deferred taxation is provided in full, using the balance sheet liability
method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial
statements, with limited exceptions. Deferred taxation assets are
recognised to the extent that it is probable that future taxable profits
will be available against which deductible temporary difference can
be utilised. Deferred taxation is calculated at the tax rates that are
expected to apply to the period when the asset is realised or the
liability is settled.

Stock of properties

Stock of properties represents properties held for sale which is stated
at the lower of cost and net realisable value. Net realisable value is
determined by reference to management estimates based on
prevailing market conditions.
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Other stocks

Other stocks which comprise raw materials, consumables and
packing materials, work-in-progress and finished goods are stated
at the lower of cost and net realisable value.

Cost of work-in-progress and finished goods comprise direct
materials, direct labour and an appropriate proportion of production
overheads.

Cost is determined on the weighted average method or in the case
of retail business, cost is calculated on the first-in first-out basis.

Net realisable value is determined as the estimated net selling price
less all further costs of production and the related costs of marketing,
selling and distribution.

Derivative financial instruments and hedging

Derivative financial instruments are recognised at fair value at each
balance sheet date and are deemed as held-for-trading financial
assets/liabilities, unless they are designated and qualified as effective
hedging instruments. The Group has entered into two types of hedge
relationships, including fair value hedges and cash flow hedges.

(@) Fair value hedges
Hedges are classified as fair value hedges when hedges are
made to hedge against exposure to changes in fair value of a
recognised asset or liability or an unrecognised firm
commitment.

For fair value hedges that qualifying for hedge accounting,
changes in the fair values of hedging instruments and hedged
item attributable to the hedged risk are recognised in the profit
and loss in the periods in which fair value changes arise.

(b) Cash flow hedges
Hedges are classified as cash flow hedges when hedges are
made to hedge against exposure to variability in cash flows
that are attributable to a particular risk associated with a
recognised asset or liability or a highly probable forecast
transaction.

For cash flow hedges that qualify for hedge accounting, the
effective portion of the gains or losses arising on the changes
in fair value of hedging instruments is initially recognised in
equity and transferred to the profit and loss account when the
hedged item affects the profit and loss account. The ineffective
portion is recognised immediately in the profit and loss account.
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Derivative financial instruments and hedging (continued)

(b) Cash flow hedges (continued)
For the hedge of a forecast transaction that subsequently
results in the recognition of a non-financial asset or a non-
financial liability, the associated gains or losses are removed
from equity and included in the initial cost or other carrying
amount of the asset or liability.

Any gains or losses arising from changes in the fair value of derivatives
that either do not qualify for hedge accounting or are classified as
held-for-trading financial assets/liabilities are taken directly to the
profit and loss account.

Recognition of revenue

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 and net of
discounts.

Sales are recognised upon delivery of goods and provision of
services; and interest income is recognised in the profit and loss
account as it accrues.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established.

Financial guarantee contracts

Financial guarantees are contracts that require the issuer (i.e. the
guarantor) to make specified payments to reimburse the beneficiary
of the guarantee (the “holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in accordance
with the terms of a debt instrument. Where consideration is received
or receivable for the issuance of the guarantee, the consideration is
recognised in consolidated profit and loss account.

Borrowing costs

Borrowing costs are accounted for on the accrual basis and charged
to the profit and loss account in the year incurred, except for costs
that are directly attributable to the acquisition, construction or
production of qualifying assets which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are capitalised as part of the cost of that assets, until such
time as the assets are substantially ready for their intended use or
sale.

Fees paid for the arrangement of syndicated loan facilities and debt
securities are deferred, and are carried at amortised cost using the
effective interest method.

A% AR 2 7 China Resources Enterprise, Limited ® Annual Report 2006 %



5PN EE

HERHERSEER . MFRER - UZER
ZHBEE SN E T SNE) T2 5T
BRGEMZEXRREANEEY AIEHE
BLEXMETIELERRZER) IR - RE
BEH  MMNERBRA v ERBERREEAL
[EXBHIGE - LINEREBIRD R BESIRR
ZIFEWRBREEAABEE A ZEXRERN
BE - RRBKATAEMNINE BB ZIFE
HIERBAEMRE -

REEERIER MAEESRERAMEL 2R
ZRNHRER HEAERRRER - EER
REBPNEINER 2 FRRE A2 EHIR
BFTEZENZRRIN - ELHBERT » ZFE
AEBREREMBREPER D - BRE
FERREMELAZEL BRERERR
R o

ERIREMBRER - AEEZBINEBZ
BEMABRAEER ZEXIBRAREZT
FREM (ANEY) - HWCTRR RIREF 2 ¥
PERIE - MENEA R EE R B IR A RIRENE R
Sh e FEULERT » BIAR5E A ZEXRK
B EREEWA) FEAELD  TEEER
SEZER R REEAZENLEERE
SNETE 2 R NEAR B Baa R P HER -

R-ZETRF—H— Bz REEBINEBT
EEXZEEMAMEERBRREEFL Z2A
BEABIELBINEH ZEERAR - WK
RERAZERGE  RAUmMEL CEXEZRE
PE L TR R o

8175545 i ¥ Notes to the Financial Statements

Foreign exchange

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchanges 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 recognised in the profit
and loss account in the period in which they arise, except for
exchange differences arising on a monetary item that forms part of
the Group’s net investment in a foreign operation, in which case,
such exchange differences are recognised in equity in the
consolidated financial statements. Exchange differences arising on
the retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Company (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the balance sheet
date, and their income and expenses are translated at the average
exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange differences
arising, if any, are classified as equity and transferred to the Group’s
exchange reserve. Such exchange differences are recognised in the
consolidated profit and loss account in the period which the foreign
operation is disposed of.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1 January
2005 are treated as assets and liabilities of that foreign operation
and translated at the rate of exchange prevailing at the balance sheet
date. Exchange differences arising are recognised in the translation
reserve.
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Share-based payment

The Group has granted share options to certain employees and other
participants, for their services rendered, to subscribe for shares of
the Company in accordance with the Company’s share option
scheme. The fair value of services received is determined by reference
to the fair value of share options granted at the grant date and is
expensed on a straight-line basis over the vesting period, with a
corresponding increase in equity (employee share-based
compensation reserve).

Investment properties

The fair values of investment properties are determined annually by
independent valuer on market value for existing use basis or
calculated on the net rental income and allowing for reversionary
income potential.

In making the judgement, considerations have been given to
assumptions that are mainly based on market conditions existing at
the balance sheet date and appropriate capitalisation rates of the
net rental income. These estimates are regularly compared to actual
market data and transactions entered into by the Group.

Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment, in accordance with the accounting policy stated in Note
2E. Determining whether goodwill is impaired requires an estimation
of the recoverable amounts of cash-generating units to which
goodwill has been allocated. The recoverable amounts have been
determined either based on value-in-use calculations or the cash-
generating units’ fair value less costs to sell. Details of the calculation
are disclosed in Note 16.

Deferred taxation assets

As at 31 December 2006, a deferred tax asset of HK$54 million
(2005: HK$76 million) in relation to unused tax losses has been
recognised in the Group’s balance sheet. The recognition of the
deferred tax asset mainly depends on whether sufficient future profits
or taxable temporary differences will be available in the future. In
cases where the actual future profits generated are less than
expected, a material reversal of deferred tax assets may arise, which
would be recognised in the profit and loss account in which such a
reversal takes places.
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The Group’s activities expose it to a variety of financial risk: credit
risk, liquidity risk, interest rate risk and currency risk. The management
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Credit risk

The Group’s credit risk is primarily attributable to trade and other
receivables, amounts due from associates, bank balances and
derivative financial instruments entered into.

For trade and other receivables, the Group has policies in place to
ensure that sales of products are made to customers with an
appropriate credit history. Sales to retail customers are made in cash
or via major credit cards. The Group has no significant concentration
of credit risk; with exposure spread over a number of counterparties
and customers.

In respect of transactions to use derivative financial instruments to
mitigate the Group’s market risk, the Group have procedures and
policies in place to limit the amount of credit exposure to any
counterparties.

Liquidity risk

The Group’s ability to fund prospective investment opportunities and
existing debt requirements is achieved by maintaining surplus cash
and the availability of adequate committed funding lines from high
quality financial institutions.

Interest rate risk

To cover interest rate risk, the Group maintains the loan portfolio in
a preferred fixed/floating interest rate mix and review regularly. To
avoid undue concentration of risk, the Group entered into interest
rate swaps to mitigate current and future corporate profitability from
interest rate volatility.

Currency risk
Some subsidiaries of the Group are operating outside Hong Kong
and have their local currencies as their functional currencies.

The Group also had foreign currency exposure arising from the
borrowings denominated in US dollars. Apart from forward foreign
exchange contracts as set out in Note 25 to meet these liabilities,
the Group does not have a foreign currency hedging policy. The
management will consider hedging significant foreign currency
exposure should the need arises.

M AI¥ AR 2 7 China Resources Enterprise, Limited ® Annual Report 2006 43§

111



112

B 7 ¥7 &5 Bt 7 Notes to the Financial Statements

EETEFATRAMBEAT
ESNFRERZHE
BERETIEEZBA

Hj%(bl:l

=N}

TR AR R E AU A

HE WA
HEME

ITERRAB - BEXBES

BE-FEAETCR
=t+-ALEE

¥ 1]
bpii=t

SHRHE
Ghl
PERE

RERBIODFR

HERA

HENBAR/
3yt

HAR

N

i

FERRA

For the year ended
31 December 2006
TURNOVER
External sales
Inter-segment sales®

Total

Segment result

Unallocated corporate expenses

Interest income

Profit on disposal of subsidiaries/

business
Finance costs

Share of net results of associates

Taxation

Profit for the year

ge
Retail
BRBEET
HKS millon

20,363
55

20,418

467

R
Beverage
BEBET
HKS millon

9,432
23

9,455

753

Turnover represents sales by

the Company and its subsidiaries
and share of jointly controlled
entities to outside customers and

comprises revenue from:

Sales of goods

Rendering of services and others

Rental income
Sales of properties

BEHET
HK$ million

—ZEERE
2005
AEEET
HK$ million
(&)
(Restated)

52,061
1,526
296

53,891

Primary reporting format - business segments

REMT
RiGH
Food
Processing hiang
and 4%  Investment
Distribution Textle  Property
BEEET  AYEET  BMEER
HK$ millon ~ HKS milion ~ HK$ milion
5,769 4453 320
323 - 29
6,002 4,453 349
559 169 779
1 (3) S
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R R R
ERiEH
Petroleum
and Related
Products
Distribution
BRBEET
HKS milion

25,100

25,100

664

k&R

EEH
Investments B it
and Others  Elimination Total
BEEET  BEEET  AMEER
HKS milion ~ HKS millon ~ HK$ million

65,437
= (430) =

- 430) 65437
(M) 3,300

(%)
213

517
(454)
335 333
(644)

3,325
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FTERBRE - REHE S @) Primary reporting format — business segments (continued)
RENI Rl kR
RiEd Enifd
Food Petroleum RER
Processing REYE andRelated  HHEH
gE R and 4% Investment  Products Investments it
Retal  Beverage Distribution Textle ~ Property Distribution  and Others Total

BEEET  E¥EEr  A¥EER  AMEER  BMEEn  AMEER  AMEER  BEEER
HkSmilion ~ HKSmilion ~ HK$ milion ~ HKSmilion ~ HKSmilion ~ HKSmilion ~ HKSmilion ~ HK$ million

R-FERE As at 31 December 2006
+ZR=t-H
gE ASSETS
PREE Segment assets 12,207 13,703 3,999 4,703 6,752 3,779 55 45198
REERRIZER Interests in associates - - 186 44 - - 923 1,153
EiEREaE Deferred taxation assets 123
AREHE Taxation recoverable 14
FELBNLAEE Unallocated corporate assets 1,266
GAEENE Consolidated total assets 47754
&f LIABILITIES
PRk Segment liabilities 5,828 5924 1,154 1,605 334 2,190 4 17,039
ERRE Taxation payable 208
ETHBAR Deferred taxation liabilties 1,023
AEAENLAAE Unallocated corporate liabilties 4519
GRERUE Consolidated total liabilities 22,789
EthEH OTHER INFORMATION
BREY Capital expenditure 1,214 1,744 148 452 165 216 1 3,940
TEREH Depreciation and amortisation 547 553 144 182 4 127 1 1558
R ERE Impairment loss recognised 2 19 - 4 - - - 25
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For the year ended

31 December 2005 (Restated)
TURNOVER

External sales

Inter-segment sales”

Total

Segment result

Unallocated corporate expenses

Fair value gain on derivates
financial instruments

Interest income

Finance costs

Share of net results of associates

Taxation

Profit for the year

gE
Retail
AERET
HKS million

16,202

348

#a
Beverage
BHEET
HKS millon

6,346

6,855

535

Primary reporting format — business segments (continued)

REMI
R
Food
Processing
and
Distribution
RYERET
HKS milion

5,522
102

5,624

502
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%8
Textile
AEAET
HKS million

Rih R
ERiH
Petroleum

#EYE  and Related

Investment  Products
Property  Distribution
AERET  BEAER
HK$ milion  HKS milion
274 20,847
25 -
299 20,847
796 813

- ()

RER
Rh%H
Investments
and Others
RYERET
HKS million

(49)

344

W8

Elimination Total
AREET
HKS milion

ABEET
HKS millon

(&)
(Restated)

- 5
(27 -

Q1) 53891

3120

(80)

18
173
(440)

(557)

2,618
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FTERBRE - REHE S @) Primary reporting format — business segments (continued)
RENI Rl kR
RiEd Enifd
Food Petroleum RER
Processing REYE andRelated  HHEH
gE R and 4% Investment  Products Investments it
Retal  Beverage Distribution Textle ~ Property Distribution  and Others Total

BEEET  E¥EEr  A¥EER  AMEER  BMEEn  AMEER  AMEER  BEEER
HkSmilion ~ HKSmilion ~ HK$ milion ~ HKSmilion ~ HKSmilion ~ HKSmilion ~ HKSmilion ~ HK$ million

(Z50)
(Restated)
R-FEEE As at 31 December 2005
+ZR=+-H (&%) (Restated)
213 ASSETS
HREE Segment assets 10,466 9,982 3,730 4,462 6,165 7,668 291 42,754
REEAR ER Interests in associates 4 - 213 73 - 19 761 1,070
EEREAE Deferred taxation assets 140
ARERE Taxation recoverable )
AEARNDREE Unallocated corporate assets 1,986
GREENE Consolidated total assets 45972
Bf LIABILITIES
HEafk Segment liabilities 5178 3,989 1,008 1,761 378 4311 4 16,629
ERFE Taxation payable 234
EEREEE Deferred taxation liabilties 951
AEABNDAIAR Unallocated corporate liabilties 5215
GREREE Consolidated total liabilities 23,029
b OTHER INFORMATION
BREY Capital expenditure 1,142 657 234 220 355 252 1 2,861
nEREH Depreciation and amortisation 47 521 128 167 2 150 3 139
fERRERE Impairment loss recognised 5 70 - - - - 48 123
- EBREERERNTISERKE * Inter-segment sales were charged at prevailing market rates
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REBRRHE - RMES S Secondary reporting format - geographical segments

tE Rt HitER
B Chinese Other 3
Hong Kong Mainland ~ Countries Total
BEEET  A¥EEr  A%EEr  A%EEx
HK$ milion  HK$ million  HK$ milion  HK$ million

BLE-FT~ E+-A=+-H Turnover for the year
ILEEME R ended 31 December
2006 23,441 38,786 3,210 65,437
R=¥F E+=-A=+-8 As at 31 December
2006
HPEE Segment assets 13,182 29,888 2,128 45,198
RENHEEE Additions to
segment assets 161 3,676 103 3,940
BLE-¥FHaFt-A=1+-H Turnover for the year
IHEEEMERE (BT ended 31 December
2005 (Restated) 20,961 30,140 2,790 53,891
R=F¥FaE+=-A=+-H As at 31 December
(E51) 2005 (Restated)
NEEE Segment assets 13,154 27,707 1,893 42,754
RENBEE Additions to
segment assets 130 2,623 108 2,861
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8175545 i ¥ Notes to the Financial Statements

BEEET
HK$ million

Other income includes the following:

Dividends from unlisted available for
sale investments

Interest income

Discount on acquisition recognised

Valuation gain on investment
properties

Fair value gain on derivative financial
instruments

Profit on disposal of subsidiaries/
business

Profit on disposal of interests
in associates

Profit on disposal of fixed assets

Profit on disposal of available for sale
investments

BEEET
HK$ million

Interest on finance leases

Interest on bank loans and other loans
wholly repayable within five years

Interest on other loans not wholly
repayable within five years

Financing charges

Less: Amount capitalised in cost of
qualifying assets*

*

—ETRE
2005
AEEET
HK$ million
(&)
(Restated)

173
46

489

48

64
316

94

—ETRE
2005
AEAET
HK$ million
(&)
(Restated)

393

12
38

444

)

440

The amount capitalised represents the borrowing cost of loans which

are borrowed specifically for the purpose of obtaining the qualifying

assets.
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FEEBFENRTIEIE

REMM e
BINA (BREZHE)

e

-BEEE

—KREMORENEE
(BRE-RRTBRERAR)

EXEEZ ERRRERRE

AERE ERRRERSE

BV EESRH
(BRE-RRTEERAR)

HERET EEBORA"
EEERAA

BEFA :

GESES

B MR

HEWAFE

* BREIAELEEI16EET(CTELF :

BHE160E B T) °

Profit for the year has been arrived
at after charging:

Auditors’ remuneration

Staff costs (including directors’
emoluments)

Depreciation

- Owned assets

- Assets held under finance leases

(included in general and
administrative expenses)

Impairment loss recognised on
fixed assets

Impairment loss recognised on
available for sale investments

Amortisation of intangible assets
(included in general and
administrative expenses)

Operating leases charges on land
and buildings*

Cost of goods sold

And after crediting:
Gross rental income
Less: Related out-goings

Net rental income

BEEET
HK$ million

“ETHF
2005
BERET
HK$ million
(&)
(Restated)

20

3,114

1,338

74

49

56

1,098
44,190

268

Including contingent rent of HK$196 million (2005: HK$160 million).
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2006

Name of director

Song Lin

Chen Shulin

Keung Chi Wang, Ralph
Wang Qun

Lau Pak Shing

Kwong Man Him

Qiao Shibo

Yan Biao

Jiang Wei

Wang Shuaiting

Xie Shengxi

Chan Po Fun, Peter
Houang Tai Ninh

Li Ka Cheung, Eric
Cheng Mo Chi

Benard Charnwut Chan
Siu Kwing Chue, Gordon
Zhong Yi

Total

2005

ok
Fees

BEEET
HKS million

0.05
0.05
0.05
0.05
0.05
0.06
0.05
0.05
0.05
0.04
0.05
0.14
0.14
0.14
0.14
0.01
0.01

0.97

1 TEA T2 EMFR 2 KLEE - ERALTTHE
REARFETIERABFHEE

8175545 i ¥ Notes to the Financial Statements

—ETRE
2005
AERET AERET
HK$ million HK$ million
Fees 0.97
Basic salaries and allowances 14.42
Provident fund contributions 1.13
Bonus paid 4.97
21.49
Share-based payment -
Hipdie
Other Emoluments
EXEe
2R AEEER k& %3
Basic Provident &it
Salaries and Fund B4 B 2005
Allowances  Contributions Bonus paid’ Total Total
BEBET BEBET BERET BERET BERET
HK$ million HK$ million HK$ million HK$ million HK$ million
1.81 0.23 0.95 3.04 2.74
1.71 0.10 0.83 2.69 2.32
2.48 0.27 0.46 3.26 3.03
1.07 0.08 0.70 1.90 1.18
2.96 0.33 0.62 3.96 3.84
2.40 0.07 0.45 2.97 2.88
0.38 0.02 - 0.45 2.23
0.38 0.05 - 0.48 2.25
- - - 0.05 0.05
- - - 0.04 -
- - - 0.05 0.05
- - - 0.14 0.14
- - - 0.14 0.14
- - - 0.14 0.14
- - - 0.14 0.02
- - - 0.01 -
- - - 0.01 -
- - - - 0.48
13.19 1.15 4,01 19.47 -
14.42 113 497 - 21.49
1 The bonus payment is determined with reference to the operating

results, individual performance and comparable market statistics
during both years.
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FARUGRRHFEERRNVL (CEETR M
) EE  FHEDHN XM - Her—1{u
(ZZF0F : =) &= #HiEBES N Z M
SFRIFWT

BERGE KR
NEEHEX
BRITEA
AR 20 3%

6 (Z2ZRF : =60 ZReH N F T3
&= -

BT

2,500,001 - 3,000,000
3,000,001 - 3,500,000
3,500,001 - 4,000,000
4,500,001 - 5,000,000

The five highest paid employees during the year included four (2005:
two) directors, details of whose remunerations are set out in note 9
above. The details of the remunerations paid to the other one (2005:
three) highest paid employees are follows:

—TTHEF

2005

BERET AERET
HK$ million HK$ million

Basic salaries and allowances 6.47
Provident fund contributions 0.07
Bonus paid 291
Share-based payment 2.78

12.23

The emoluments of this one (2005: three) highest paid individuals
were within the following bands:

AR
No. of persons
“EERF
HK$ 2005
2,500,001 - 3,000,000 1
3,000,001 - 3,500,000 1
3,500,001 - 4,000,000 -
4,500,001 - 5,000,000 1

A% AR 2 7 China Resources Enterprise, Limited ® Annual Report 2006 %
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8175545 i ¥ Notes to the Financial Statements

Hong Kong

The Group operates various defined contribution retirement schemes
which are available to all Hong Kong employees. The assets of the
schemes are held separately from those of the Group in an
independently administered fund. The amount of contributions is
based on a specified percentage of the basic salary of employees
and any forfeited contributions in respect of unvested benefits of
staff leavers are used to reduce the Group’s contributions.

—ZThF
2005
AERET AERET
HKS$ million HK$ million
Group contributions to staff

provident fund 32
Forfeited contributions utilised -

Amount charged to consolidated
profit and loss account 32

Un-utilised forfeited contributions -

Chinese Mainland

The employees of the Group in the Chinese Mainland are members
of state-managed retirement benefit schemes operated by the
respective local government in the Chinese Mainland. The Group is
required to contribute a specified percentage of payroll costs to the
schemes to fund the benefits. The only obligation of the Group with
respect to these schemes is to make the specified contributions.

The total cost charged to the consolidated profit and loss account
in respect of the above-mentioned schemes in the Chinese Mainland
amounted to approximately HK$268 million (2005: HK$206 million).
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FEEHIA
B
F
ezl

REHIE
B
R A

EBFERIBIEANEE 2 (bt ERFREFIE
MEA76% (ZTTREF - 17.5%) 51 E c FE
AT B R B2 FTS R TR IR HL A BRI A 01
RS SHERBOE TS o JGINHIEIR S RlARR
B2 EABERE -

Current taxation
Hong Kong
Chinese Mainland
Overseas

Deferred taxation
Hong Kong
Chinese Mainland

BEEET
HK$ million

“ETHF
2005
BERET
HK$ million
(&)
(Restated)

187
251

440

73
44

557

Hong Kong Profit Tax is calculated at 17.5% (2005: 17.5%) on the
estimated profits for the year. Chinese Mainland income tax has

been provided for based on the estimated assessable profits in

accordance with the relevant tax laws applicable to the subsidiaries

in the Chinese Mainland. Overseas taxation is calculated at the rates

prevailing in the respective jurisdictions.
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8175545 i ¥ Notes to the Financial Statements

The taxation on the Group’s profit before taxation differs from the
theoretical amount that would arise using the Hong Kong Profits

Tax rate as follows:

Profit before taxation (excluding share
of net results of associates)

Calculated at a taxation rate of 17.5%
(2005: 17.5%)

Effect of different taxation rates
in other jurisdictions

Income not subject to taxation

Expenses not deductible for taxation
purposes

Utilisation of previously unrecognised
tax losses

Tax loss not recognised

Overprovision on taxation in
previous year

Income earning companies exempted
from taxation

Taxation charge

BEEET
HK$ million

ZEERF
2005
BERET
HK$ million
(&)
(Restated)

2,821

494

68
(120)

97

(26)
141

©7)

557
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“EERF
2005
BEEET AEEET
HK$ million HK$ million
EATEERER R S FE I Additional final dividend paid for
REHRREIRE the previous year as a result of
exercise of share options 10
ZETRFREIREPHRE 2006 interim dividend paid for
B BRAE0. 14T HK$0.14 (2005: HK$0.13)
(ZZTZRF : BE0137T) per ordinary share 288
—ZT \EE’]E&%’E‘EP HIR AR S 2006 special interim dividend paid for
SREBRASEIT(CEERE  8) HK$1 (2005: Nil) per ordinary share =
ZETRFHRRERARETR 2006 proposed final dividend of
EIBREE0.267 HK$0.26 (2005: HK$0.25)
(ZZTAHF : B%0.257T) per ordinary share 580
878
EARAR_ZETZ+FMNAMBRITHNEH At the meeting held on 4 April 2007 the directors proposed final
F - EFERERBREERERREE0.267T dividend of HK$0.26 (2005: HK$0.25) per ordinary share. This
(_%E?ﬂii  7B#0.257T) o FRARE TR AR proposed dividend, which is calculated on the Company’s number
NARERTT 2EHE BN T ABRREG of ordinary shares as at the date of the board meeting, is not
N &%Hﬁ%lﬂﬁﬁﬁk#&imﬁﬁu RAE recognised as a liability in these financial statements. The total
NEEMFREMRMEARRIRN AR EBE dividends paid by the Company, including the final dividend for the
EERREZZETAFENRARE - BREABE year 2005, amounting to HK$3,265 million (2005: HK$640 million)

3265HE L (ZEZTRF  B¥640EETT) ° are reflected in the current year financial statements.
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ZEERF
2005
AEEET AEEET
HK$ million HK$ million
BREARREERTIRE The calculation of the basic and diluted
THIBEHE earnings per share is based on
the following data:
& Earnings
R EGRRERBHE Profit attributable to shareholders
AR AR FEME R T of the Company for the purpose of
calculating basic earnings per share 2,220
RATE AR ESMEE Interest saving on exercise of
OpNS) convertible bonds 115
RUAGESREE AT Profit attributable to shareholders
RATIRR MG T of the Company for the purpose of
calculating diluted earnings
per share 2,335
—TTRE
2005
BRHEE Number of shares
LT EGREARNE Weighted average number of ordinary shares
LB METIE for the purpose of calculating basic
earnings per share 2,183,572,648
HERREKOETEEYE - Effect of dilutive potential ordinary shares:
— B IR ~ Share options 42,752,535
— B ES - Convertible bonds 119,595,400
RUGTEBREERTN Weighted average number of ordinary
LB METHE shares for the purpose of calculating
diluted earnings per share 2,345,920,583
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FEE

KA HE
R=ZZHF-F—AR
ERESE
WEHBAR/$KEEA

HEMBLR,/ ZHEEA

fmh fBh EE
oF 2 oW
e RS
RE ¥

R-ZEXRE-A-R(@E))
ERER
WEHBLR/ EBREA

HEMBLR,/ ZHEEA

RZEE ET-A=1—H

The Group
Cost or valuation
At 1 January 2005
Exchange difference
Relating to acquisition of subsidiaries/
business
Relating to disposal of subsidiaries/
business
Additions
Disposals
Reclassifications
Adjustment on valuation

At 1 January 2006 (As restated)

Exchange difference

Relating to acquisition of subsidiaries/
business

Relating to disposal of subsidiaries/
business

Additions

Disposals

Reclassifications

Adjustment on valuation

At 31 December 2006

REnE
Investment
properties
BERET
HK$ million

5,089

(418)

331

97)

489

5,402
23

5,899
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BEER
HEEHEY
iR
Interests in
leasehold
land held
for own
use under
operating
leases
BEREL
HKS$ million

2,238
27

59

(32)

83

(19)

9

2,391
46

34

2,320

Hip% « S RRE
Other property, plant and equipment

BRiEF
Buildings
held for
own use
BEREL
HK$ million

4,603
97

227

(14)
592
(110)
285

5,680
196

(153)
470
(66)
400

6,663

-
B
BEEE
Plant,
machinery
and other
fixed
assets
BEEEL
HK$ million

18,375
276

506

(36)
1,856

(305)

(380)

15,291
499

295

(1,238)

2495
(570)
(328)

16,444

It
Sub-total
BERET
HK$ million

17,978
373

733

(60)
2,447

(415)

(95)

20,97
695

431

(1,391)
2,965

(636)
72

23,107

&i

Total
BERET
HKS$ million

25,306
408

792
(500)
2,861

(591)

489

28,764
764

465
(1,589)
3127

(730)

528

31,326
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Hibyi%  BBERRE
Other property, plant and equipment
fHEER
MEERY
T e
Interests in iR
leasehold BEdE
land held Plant,

for own BRE#F  machinery
#&Y%  useunder  Buildings  and other

Investment  operating held for fixed INgt &it
properties leases own use assets Sub-total Total

AEEET O AKEEn  A%EEr  A¥EEn  AREEn  A%EER
HK$ milion ~ HK$milion ~ HKS milion ~ HK$ milion ~ HK$ milion ~ HK$ million

ZERAE Accumulated depreciation and impairment
WZZ2HRE—A—-H At 1 January 2005 - 288 917 4,885 5,802 6,090
ERER Exchange difference - 4 24 119 143 147
LENBAR/ EEHE Relating to disposal of subsidiaries/
business - () @) (26) (29) (34)
REENE Charge for the year - 55 197 1,090 1,287 1,342
HERE Written back on disposals - (11) (47) (233) (280) (291)
BRRZAEER Impairment loss recognised - - 37 37 74 74
Ekipag] Reclassifications - - 5 () - -
RZEERF—F—H(E5) At 1 January 2006 (As restated) - 331 1,130 5,867 6,997 7,328
ERER Exchange difference - 7 48 231 279 286
HERBAR,/ £HKEL Relating to disposal of subsidiaries/
business - (19) (52) (295) (347) (366)
REENE Charge for the year - 54 241 1,232 1,473 1,527
HERE Written back on disposals - (1) (58) (451) (509) (510)
BRRZAEER Impairment loss recognised - - 9 15 24 24
Ekipag] Reclassifications - 2) 1) - (1) (3)
RZEE E+-A=1-H At 31 December 2006 - 370 1,317 6,599 7916 8,286
REFE Net book values
RZEE FTZRA=1-H At 31 December 2006 5,899 1,950 5,346 9,845 15,191 23,040
RZEZRE+-A=1—H(E}) At 31 December 2005 (Restated) 5,402 2,060 4,550 9,424 13,974 21,436
BTALAGIR A - Representing assets stated:
A At cost - 2,320 6,663 16,444 23,107 25,427
RIEENFEERAE At 2006 professional valuation 5,899 = = = = 5,899

5,899 2,320 6,663 16,444 23,107 31,326
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REYE
Investment
properties
BERET
HK$ million
AAF The Company
KA (E Cost or valuation
RZEZRF—A—H At 1 January 2005 51
NE Additions -
HE Disposals =
RZFZRFTZA=+—HR At 31 December 2005 and
—TT F-R-H 1 January 2006 51
NE Additions -
HE Disposals =
RZZER ETZA=1T—H At 31 December 2006 51
ZEMERAE Accumulated depreciation and
impairment
R-ZEERF—A—H At 1 January 2005 =
KEEHE Charge for the year =
HERR Written back on disposals =
A ZETRETZA=1—H At 31 December 2005
RZZZ F-A—-H and 1 January 2006 =
REEHE Charge for the year =
HERR Written back on disposals -
RZEERFTZRA=1—H At 31 December 2006 =
EEFE Net book values
RZZER ETZA=1T—H At 31 December 2006 51
RZEERET-A=+—H At 31 December 2005 51
BRIk B Representing assets stated:
B At cost =
R-ZE A FEEMAE At 2006 professional valuation 51
51
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Rtk - BB RRE

Other property, plant and equipment

£
Buildings
BEEET
HK$ million

HibEE
Other
assets
BEEET
HK$ million

20

20

It
Sub-total
BERET
HKS million

21

14

22

22

B

Total
BERET
HK$ million

72

56

56

22
51

73
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Carrying amounts of the property
interests comprise:

The Group
Hong Kong
Properties held on long lease
Properties held on medium-term lease
Properties held on short lease

Chinese Mainland
Properties held on long lease
Properties held on medium-term lease
Properties held on short lease

Overseas
Properties held on medium-term lease
Properties held on short lease

The Company
Hong Kong
Properties held on medium-term lease

Chinese Mainland
Properties held on medium-term lease
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AEEET
HK$ million

—TTRE
2005
BERET
HK$ million
(&751)
(Restated)

3,676
2,260
22

955
4,966
71

25
37

12,012

51

53
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TERFET_A=T—HZREVEEHE
BEXHEMBBRITERIAELMAE -

K1

AEERBERORAZBEEEER _—TTX
FH-A=tRZEmAEZEHK1BEL(CT
THE : BRTAET °

REEBEASEIS3EET(ZETRF « K
228B &) 2 EEBEECEMERB 2068
ETZEHRER(CTTRF  BHK238FE
D) MEHSEB L (CETHF  B¥10EE
T 2 REAE R Z G

HiBEEEET BREMMN  HEWMERE
RERME - HaRE - RANERE  TERE
BIRE-

REFR—IEEEEBRBLERS - FIMIE
THETRF  BRELRESE -

The investment properties have been valued at 31 December 2006
by Debenham Tie Leung Limited, an independent professional
valuers.

The carrying amounts of fixed assets held under finance leases of
the Group at 31 December 2006 amounted to HK$1 million (2005:
HKS$7 million).

Fixed assets with carrying amounts of HK$153 million (2005: HK$228
million) are pledged for short term loans in the sum of HK$206 million
(2005: HK$238 million) and long term loans in the sum of HK$8
million (2005: HK$10 million).

Other fixed assets mainly comprise vessels, leasehold improvements,
cold storage facilities, plant and machinery, furniture and equipment,
motor vehicles and construction in progress.

Impairment loss was made as a result of the outsourcing of certain
production processes in connection with the change of production
plan relating to one of the manufacturing businesses.
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BEBEET
HK$ million
The Group
Cost
At 1 January 2005 2,530
Exchange difference 1
Acquisition of subsidiaries/business 247
Increase in equity interests in subsidiaries 306
At 31 December 2005 and
1 January 2006 3,084
Exchange difference 6
Acquisition of subsidiaries/business 348
Goodwill adjustments (note) 69
Increase in equity interests in subsidiaries 8
Disposal of subsidiaries/business (34)
At 31 December 2006 3,481
Carrying values
At 31 December 2006 3,481
At 31 December 2005 3,084

Note: The goodwill adjustments mainly represent the adjustment on the
carrying amounts and fair values of fixed assets of subsidiaries acquired
during the year ended 31 December 2005.
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FEREESEERSELSM ([CGU)) - it
DASEBET O BERMEIEREB DB
BzEBER - UTREBEBIRZOEHE

=

0 If

i
[al]

BN T R4 EH
B B AR B EE A 5

CGUZ AT & BB Tzt MEE BAETE -
ZEEEARAREEEERE = FHH
BREMELZAFRERE - BE=FH
Ren8RAMERERS|FAE - MAEHR
EMEIE T XFIE 2 I K ILAYTE

EREEAEEZEIEZREK

=

B0 IfF

i
BT R H

FTAYTEXRLAMERICGU Z It E & KA
(RARBREBZEB S B2 B ERR) BIKIE o

The carrying amount of goodwill was allocated to the cash generating
unit (“CGU”) representing an operating entity within the business
segments identified by the Group for the purpose of segment
reporting. A segment level summary of the goodwill allocation is
presented below:

—TTHEF

2005

BEBEET AERET

HK$ million HK$ million

Retail 1,114

Beverage 1,505

Food Processing and Distribution 342

Textile 68
Petroleum and Related Products

Distribution 55

The recoverable amounts of the CGUs are determined based on a
value in use calculation. These calculations use cash flow projections
based on financial budgets approved by management covering a
three-year period. Cash flows beyond the three-year period are
extrapolated using the estimated growth rates and all cash flows
are discounted at the discount rates stated below.

Key assumptions used for the value in use calculations:

BHREERE
Nefhatz
BEERE

Nominal
growth rate

beyond

the initial

i cash flow

Discount rate projections

(%) (%)

Retail 7.2 9.0
Beverage 6.4 7.0
Food Processing and Distribution 7.0 5.0
Textile 5.7 5.0

The discount rates used is based on the respective CGUs’ weighted
average costs of capital which reflect specific risks relating to the
relevant segments.
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The Group
Cost
At 1 January 2005
Exchange difference
Acquisition of subsidiaries/
business

At 1 January 2006 (As restated)

Exchange difference

Disposal of subsidiaries/
business

At 31 December 2006

Accumulated amortisation
and impairment
At 1 January 2005
Exchange difference
Charge for the year
Impairment loss recognised

At 1 January 2006 (As restated)

Exchange difference

Charge for the year

Impairment loss recognised

Disposal of subsidiaries/
business

At 31 December 2006

Net book values
At 31 December 2006

At 31 December 2005 (Restated)
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1
Brand
names
BEBRET
HK$ million

204

42

250

(44)

214

67

26

97

16

(17)

101

113

153

E L
ERE
Patent
royalty
BERET
HKS million

75

430

507

(509)

28

30

15

(45)

477

&t

Total
BERET
HK$ million

279

472

757
10

(553)

214

69

54

127

31

(62)

101

113

630
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“ETHF
2005
EEEET BEEET
HK$ million HK$ million
AAT The Company
FE MR - KAE Unlisted shares, at cost 12,377
NGO Amount due from subsidiaries,
NREE at fair value 3,417
15,794
JEUH B A R B I K e FB4E o The amounts due from subsidiaries are unsecured, and bear interest
rate at 4% p.a.
R-EERNF+-_A=+—AZETEHBAF Particulars of the principal subsidiaries at 31 December 2006 are
FHIETEHNE161EEE 1698 o set out on pages 161 to 169.
T8 ARALLAEHEARZ NEE R The summarised financial information in respect of the Group’s jointly
=H B MO ER controlled entities which are accounted for using the proportionate
consolidation method is set out below:
“ETHF
2005
EEEET BEEET
HK$ million HK$ million
MBEE Current assets 1,366
ERBDEE Non-current assets 1,372
nEaf Current liabilities (491)
FERBEE Non-current liabilities (681)
WA Income 847
i Expenses 811)
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The Group
Unlisted
Share of net liabilities

Amounts due from associates,

at fair value

BEEET
HK$ million

ZEERF

2005
BERET
HK$ million

(465)

1,535

1,070

The amounts due from associates are unsecured, interest bearing

at prevailing market rate and are not repayable within the twelve

months from the balance sheet date.

Particulars of the principal associates at 31 December 2006 are set

out on pages 161 to 169.

The summarised financial information in respect of the Group’s

associates is set out below:

Total assets
Total liabilities

Net liabilities

Group’s share of net liabilities
of associates

Revenue

Profit for the year

Group’s share of net results of
associates for the year

BEEET
HK$ million

“EERF

2005
BERET
HK$ million

32,210
(38,629)

(6,419)

(465)

13,595

3,546

354
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—ZThF
2005
BERET AEAET
HK$ million HK$ million
(&%)
(Restated)
*5HE The Group
FnEIRE Non-current investments
BAEFELEMRD - KAE Unlisted shares in Hong Kong, at cost 10
PR A IE ET R Unlisted shares in Chinese Mainland,
KA B EEE at cost less impairment loss 66
FEUFTIZ & IR Amounts due from investee
companies 1
77
M EFERIE ETRG - REARRE The above investments mainly represent investments in unlisted
HEHEBZRERE - ARWEAEREMISA] equity shares and are measured at costs less impairment at each
HEBEZERD  WEEASBETEAAR balance sheet date. As there is no active market for trading, their
BlE - fair values cannot be ascertained reliably.
—ZThF
2005
BERET AEAET
HK$ million HK$ million
*x5E The Group
AN EHREE-R—HF—H Tank storage service fees prepaid -
at 1 January 346
W RERTER A Less: Amount recognised during
the year (22)
324
Helke B Rental deposits 118
RTZRA=+—Bz#&#% Balance at 31 December 442
R —EREA 2 &7 Portion to be utilised within one year 31
BR—FEEA 2% Portion to be utilised after one year 411
RTZRA=+—Bz#&#% Balance at 31 December 442
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RRE— R AT R A REE 2 —FM Pursuant to the tank storage agreements (the “Agreement”) entered
BRRIPEI 2 e ([&ih]) - B into with a holding company and a fellow subsidiary, the recognised
R IAA] AEEHERIBEZ R AN T A amount can be applied to set off portion of the total tank storage

[z 8D h RIS E service fees payable during the year under the Agreement.
“EERF
2005
AEEET AEEET
HKS$ million HK$ million
(&%)
(Restated)

*x5E The Group
HFEME Properties held for sale 151
FRIHE Raw materials 937
SR B EME Consumables and packing materials 1,095
R Work-in-progress 276
BUPK o Finished goods 4,031
6,490
X£H XAT
The Group The Company

“TERE “ETHE
2005 2005

AEEErT A¥EET A¥EEn  AKEER
HK$ milion  HK$ million  HKS$ million  HK$ million

(&31)
(Restated)
e 2R Trade receivables 3,000 -
HipEUEIE e Rk Other receivables,
BB deposits and
prepayments 2,570 45
NS b Amounts due from
subsidiaries - 236
FERER RS EMEARTIE Amounts due from
fellow subsidiaries 18 =
MRS N RIFR Amounts due from
associates 28 -
5,616 281
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REE—MRETREPUTZEER The Group normally trades with its customers under the following

credit terms:

) EBIF: & (@)  cash upon delivery; and
() NTRERIE (o)  open credit within 60 days
REZEAREWE SRR ZRER AT The following is the aging analysis of trade receivables at the balance
sheet date:
“ETHF
2005
BEEET BERET
HK$ million HK$ million
(&%)
(Restated)
*5HE The Group
0—30K 0 - 30 days 2,335
31—60K 31 -60 days 338
61—90K 61 -90 days 164
>90K >90 days 163
3,000
AEERGEEBRNE S RAMERRIBAR The fair value of the Group’s and the Company’s trade and other
BEAERAEERS receivables at balance sheet date was approximate to the

corresponding carrying amount.
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55 XEE
The Group The Group
—ZTHF _ZThF
2005 2005
BE B BE B
Assets Liabilities Assets Liabilities

BEEET A¥EET  AYEET  AKEER
HK$ milion  HK$ milion  HK$ million  HK$ million

Derivatives under hedge
accounting

Cash flow hedge:
Qil futures contracts 59 70
Foreign currency
forwards contracts - -

59 70
Other derivatives
QOil futures contracts 11 8
Foreign currency
forwards contracts - -
Interest rate swaps - 12
Total - current portion 70 85

Cash flow hedge - Oil futures contracts

In 2006, some group companies which engage in oil products trading
business had commaodity futures contracts designated as effective
hedging instruments of managing price and timing risks in connection
with forecast purchases and sales.

As at 31 December 2006, fair value loss of HK$14 million (2005:
gain of HK$1 million) has been recognised in hedge reserve and is
expected to be transferred to the profit and loss account at various
dates in the coming six months after the balance sheet date, the
period in which forecast purchases and sales are expected to occur.

At 31 December 2006, the Group had long and short oil futures
contracts with notional contract amounts of US$143 million (2005:
US$138 million) and US$96 million (2005: US$108 million)
respectively and maturities of less than one year after the balance
sheet date.
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HfTETE-HHmeas
RZTERNE+-_A=1+—8  A&EEHAH
EEEEREEE650002M (ZZEZRF ¢
200,000 1F) & i &465,000 M (ZZTZ H
£ : 200,0002MF) FbERZ BHE R « #5
LABR BB E R B TSR Bk - WEBES
WeEBESRAINEEEL(CETRE
58ABE) RI7TEBEL(CETRHF
50B8BXET)  c REEBZE—BARE
H o R LG HTRFEERAE R EEHE
B - AR BEESMEL 2 BRHEL
BIBRRER -

HinfiTE THE—FIREH
REBMA AR EEH - FEABBRITRZE
8 ([HIBOR]) # &EF| 28 2 ERREH30%E
50% HHIBOR®E AfmARITAEF S
(TLIBORJ) °

RIBEEXF+-_A=+—HB ~&EBEE
HEEAE1, 50088 T (ZSTRE B
1,5008 &7T) 2 FIEIZHEL - RARE—F
BE - ECAMEEERZEIEA -

BROTAETARNSEERRAAE
ERINERDMAMPBEENZAAEETS
BhHSRESE L RERERETS o FFisH
ZAREBEZEZESREERBUSR T AN
R TSN EINAEET -

Other derivatives - Oil futures contracts

At 31 December 2006, the Group had oil futures contracts to buy
665,000 metric tonnes (2005: 200,000 metric tonnes) and to sell
465,000 metric tonnes (2005: 200,000 metric tonnes) of oil product
at fixed prices to limit the risks arising from the fluctuations in oil
prices. The notional amounts of these buy and sell contracts were
US$191 million (2005: US$58 million) and US$137 million (2005:
US$59 million), respectively, with maturities of one month after the
balance sheet date. As the aforesaid contracts did not qualify for
hedge accounting and as a result, gains or losses arising from a
change in fair value are recognised in consolidated profit and loss
account.

Other derivatives - Interest rate swaps

The Group uses interest rate swaps to improve its risk profile by
swapping 30% to 50% of its Hong Kong Inter-Bank Offer Rate
(“HIBOR”) based borrowing from HIBOR to London Inter-Bank Offer
Rate (“LIBOR”).

At 31 December 2006, the Group had interest rate swaps with
notional contract amounts of HK$1,500 million (2005: HK$1,500
million) and mature in next year matching the maturity of the related
borrowings.

The above derivatives are measured at fair values at each balance
sheet date. The fair values of forward foreign exchange contracts
and commodity futures contract are either marked to market using
listed market prices or broker quotes. The fair value of interest rate
swaps is estimated by referring to the prevailing market interest rate
for similar financial instruments quoted by financial institutions.
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Included in cash and bank balances are the following amounts

denominated in currencies other than the functional currencies of

the operations to which they relate.

X5
The Group
—ZTIHEF
2005
BEEET AY%BER
HK$ million  HK$ million
US Dollar
(HK Dollar equivalent) 1,590

K47
The Company
“ZThF
2005
BERET
HK$ million

AEHETL
HK$ million

450

The effective interest rate on bank deposits ranged from 2.25% to
5.35% (2005: 0.09% to 4.30%), with an average maturity of 30 days

(2005: 30 days).

X5
The Group
“TERE
2005
BEREL  B¥RER
HKS$ million  HK$ million
(E5)
(Restated)
Trade payables 5,905
Other payables and
accruals 5516
Provisions (note 28) 57
Amounts due to
subsidiaries —
Amounts due to fellow
subsidiaries 54
Amounts due to
associates 18
11,550

M AI¥ AR 2 7 China Resources Enterprise, Limited ® Annual Report 2006 %%§ 141

F4F

The Company
—TThE
2005
AXBET AY%AET
HKS$ million  HK$ million
30
208
238
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REEANENE SRR Z Rk DTN

*5H
0—30K
31—60K
61—90K
>90K

REENEEANE S REMENFIEAR
BEEEREERS

XEH
R-ZZERF—HA—H
FREHEE

R-ZFTRF—A—H
FAB BRI

RoTEAE+-A=+-A
BT AN RN RT T EE

e o L EBERRBWBZEEBEZ
EHEFEImBA -

The following is an aging analysis of trade payables at the balance

sheet date:

The Group
0 - 30 days
31 - 60 days
61 -90 days
>90 days

BEEET
HK$ million

—TTHEF
2005
BERET
HK$ million
(&71)
(Restated)

3,983
948
540
434

5,905

The fair value of the Group’s and the Company’s trade and other

payables at balance sheet date was approximate to the

corresponding carrying amount.

The Group
At 1 January 2005
Utilisation during the year

At 1 January 2006
Utilisation during the year

At 31 December 2006

BEAET
HK$ million

The amounts represent provisions for restructuring activities for

operations acquired in previous years. These provisions were utilised

in accordance with the restructuring plans adopted when such

operations were acquired.
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—ZThF
2005
AEEET AEEET
HKS$ million HK$ million
*x5E The Group
BIERER(A Current portion
—BHERRITER - secured bank loans 3
—EERRITER - unsecured bank loans 241
—H IR ER - other unsecured loans =
—RERMEBEL AR - of long term obligations under
finance leases 7
RHRITER - iR Short term bank loans, trust receipts
RiFEx and overdrafts
—BER - secured 238
— R - unsecured 2,546
H A I E Other unsecured loans 2,134
5,169
—ZThF
2005
AEEET AEEET
HK$ million HK$ million
(&%)
(Restated)
*5HE The Group
ARAFAEEZBER Secured bank loans repayable within
RITER 5 years 10
ARAFAEE EER Unsecured bank loans repayable
RITER within 5 years 4,952
BARAFANBHEEL Unsecured bank loans not wholly
EHPRTER repayable within 5 years 6
ERAENERZEM Other unsecured loans repayable
EEFER within 5 years 88
ERAENERZRBE Obligations under finance leases
TRHARIE repayable within 5 years 11
BERAFNEHEEREL Other unsecured loans not wholly
HAmE R SR repayable within 5 years 224
5,291
SIR B & & 2 BN SR 1 Current portion included in current
liabilities (251)
5,040
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20
R B2 R
TEHEE

SRITER
—FUEEMER
WMEAEERFR
hFE

H %
—FUEEMER
MELEZRFR
AFE
RIERNRIE
—FEULEEMFR
MELEZRFR

REAKEANDFRNEER 2 BEPRTE
R RSN - R AR EE (EE) ARA
A([FEEEE) AT AESHEERNAFR
D35 F AR RNEZ RN B EERAR
AE-RABRRZH0 (TR AEEIER
HiEARFEESHEERER)

REBE B EXRARBAENZF
BER - BX5FILEHIBOR * LIBORKN A H
ARIBITIRE Z BRI R o

AEEZBERZEBRFNEEEHI3.90%
F4.95% (ZZZTRF : 0.72%E5.55%) T

o

dh

“ETHF
2005
BEBEET AERET
HK$ million HK$ million
(&7
(Restated)
The Group
The non-current portion of long term
liabilities are repayable as follows:
Bank Loans
After 1 year but within 2 years 44
After 2 years, but within 5 years 4,676
After 5 years 4
Other Loans
After 1 year, but within 2 years 111
After 2 years, but within 5 years 85
After 5 years 116
Obligations under finance leases
After 1 year, but within 2 years 4
After 2 years, but within 5 years =
5,040

Under the terms of the agreements of the Group’s unsecured bank
loans repayable within five years, China Resources (Holdings)
Company Limited (“CRH”), a holding company, is required to remain
as a beneficial owner of at least 35% of the voting shares of the
Company or remain as a single largest shareholder (whether directly
or indirectly through its subsidiaries) of the Company.

The Group has floating rate borrowings denominated in Hong Kong
Dollars, US Dollars and Renminbi with interest rates linked to HIBOR,
LIBOR and the lending rate stipulated by the People’s Bank of China
respectively.

The effective annual interest rates on the Group’s floating rate
borrowings range from mainly 3.90% to 4.95%. (2005: from 0.72%
to 5.55%).
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At 31 December 2006, the Group has a syndicated loan of HK$3,000
million (2005: HK$3,000 million) of which HK$1,700 million has been

3,000E87m) ZIREER - EFaEEE
1,700BBTEBAEE + BEAHBORM
28fEZE T - BN ——FHAFIH - Hh
BRER-_ZENF+A=+—H5
FAEB2IPHEDRK ©

drawn down that bears interest rate at HIBOR plus 28 basis point
and will mature in May 2011. Other borrowings are repayable wholly
or partly within 5 years from 31 December 2006.

T RAEEWIEAEHEER SRR The Group’s borrowings that are denominated in currencies other

BRLZ G than the functional currencies of the relevant group entities are set
out below:
F£E XAT
The Group The Company
—ZThE —ZTHF
2005 2005
B¥EET A%RgEr A¥%esEr  A%BEER
HK$ milion ~ HK$ milion ~ HK$ milion  HK$ million
EEE US Dollar borrowings
(ERNEE) (HK Dollar equivalent) 3,833 =

FRRIERE R E R A 2 B8 (A
BHHE 2 A AIE RN I T

The movement in deferred taxation assets and liabilities (prior to
offsetting of balance within the same taxation jurisdiction) recognised
during the year is as follows:

Hits Hfp &it
Tax losses Others Total
—ZTThF “TERE —TTRE
2005 2005 2005

BEEET A¥EEr B¥EER AYEEn AYEERT BEEER
HK$ million  HKS$ million  HK$ million HK$ million  HKS$ million  HKS$ million

F5E The Group
BIEHARE Deferred taxation assets
R—A—H At 1 January 17 50 167
TEiReEEER (Charged)/credited to
(k) /LR consolidated profit and
loss account (43) 5) (38)
1IN Acquisition of subsidiaries - 9 9
Bk Exchange rate adjustment 2 = 2
W+=ZA=+—R At 31 December 76 64 140
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EIERI I & B AR MBS FER A TE Al e R
RERMAEFER A LR - ARBEIEEE
MmiER c RZEERF+=A=+—H &
EERER BBEEEEB02EE T (=
TERF 6188 - MASEERE
T e Al B B) A 2 E RUE B R A JE R B U
¥I8 - &t@%ﬁ@*ﬁﬁéﬁﬁW%iﬁZ%ﬁ%@Z
MG EIEESE480E 8T (CETREF ¢

e —

¥3ATHEETD) ©

N T REEGAEEABRTER IELEN
BAEARED MNFER 2 EE)

$§
R-ZETRF—-A-H
GABRRNR/ GIA)

FRHE—HBAR
RZEERFE+_A=1+-HE
“2Z%-F—H

BiRABERNG,/ GIA)

RZEERF+-A=+-H

ARBZBEERBREREIREYE - Lib
RBFIAREMEEN IR IRITE

Deferred taxation assets are recognised for tax losses carry forwards
to the extent that realisation of the related tax benefit through the
future taxable profits is probable. At 31 December 2006, the Group
has unrecognised tax losses of HK$902 million (2005: HK$661
million) arising from tax losses which is uncertain as to whether it
can be utilised to set off against future taxable income. Out of this
amount, the unrecognised tax loss of HK$480 million (2005: HK$347
million) will expire within 5 years.

The components of deferred tax liabilities recognised in the
consolidated balance sheet and the movements during the years
are as follows:

EftiRam% NEHERE

Revaluation  Accelerated

tax 8
property depreciation Total

BEEELT  BERER  BNAEST

HK$ milion ~ HK$ milion ~ HK$ million

of investment

The Group
At 1 January 2005 705 232 937
Charged/(credited) to consolidated profit

and loss account 86 (7) 79
Relating to disposal of a subsidiary (65) - (65)
At 31 December 2005 and

1 January 2006 726 225 951
Charged/(credited) to consolidated profit

and loss account 9 (23) 72
At 31 December 2006 821 202 1,023

The Company’s deferred taxation liabilities relates to the accelerated
tax depreciation of its investment property, land and building and
other assets.
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THFEAITES - BAKEEAES - $i1T
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8175545 i ¥ Notes to the Financial Statements

“TERE
2005
kB8 E i1 BRHEE HE
Number of Nominal ~ Number of Nominal
shares Value shares Value
BER BNBER BER BEAER
million  HK$ million million  HK$ million
Authorised
Ordinary shares
of HK$1 each 3,000 3,000
Issued and fully paid
At 1 January 2,123 2,123
Exercise of share
options 52 52
Allotment of shares 58 58
At 31 December 2,233 2,233

The Company operates a share options scheme for the purpose of
promoting additional commitment and dedication to the objectives
of the Company by the participants (the “New scheme”). In addition,
certain outstanding share options were still held under a share option
scheme which subsisted until 31 January 2002 and was terminated
on 31 January 2002 (the “Old Scheme”).

The New Scheme was approved by the shareholders in general
meeting on 31 January 2002 and shall expire on 31 January 2012.
The board of directors of the Company may grant options to eligible
participants including executive or non-executive directors of the
Group, any discretionary object of a discretionary trust established
by any employee, executive or non-executive directors of the Group,
any executives and employees of consultants, professional and other
advisors to the Group, chief executive, substantial shareholder of
the Company, associated companies of the Group, associates of
director, chief executive or substantial shareholder of the Company;,
and employees of substantial shareholder.

Share options are generally either fully vested and exercisable within
a period of 10 years immediately after the date of grant or are vested
over a period of time up to maximum of four years after the
acceptance of a grant.
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RIBM BT 8%z B E

LU
TiE®
Rt A Exercise
Date of grant Price
BET
HK$
Eital
Old Scheme
20/6/2000 7.190
21/11/2000 7.080
EHE]
New Scheme
07/02/2002 7170
05/03/2002 7.350
08/03/2002 7.500
19/04/2002 7.400
23/05/2002 8.900
02/08/2002 8.320
07/11/2002 7.700
24/01/2003 7.250
14/04/2003 6.290
01/08/2003 7.100
08/10/2003 8.900
02/12/2003 9.000
14/01/2004 9.720
20/04/2004 9.890
25/05/2004 9.150
02/06/2004 9.550
22/07/2004 9.800
04/10/2004 10.350
17/01/2005 11.400
22/07/2005 12.500
ARERITE
Exercisable at the
end of the year
METHTREE (%)
Weighted average
exercise price (HK$)

BRAERB AT

Eital

Old Scheme
E= Directors
{EE Employees

EHE]
New Scheme
£ Directors
{EE Employees
HBEZE Other participants

FHE L

R=FERE
—A—B

i ARATE
Outstanding at
1/1/2006

7,945,000
3,399,000

11,344,000

14,514,000
11,486,000
780,000
3,660,000
44,000
3,834,000
1,752,000
578,000
4,216,000
660,000
1,661,000
1,070,000
38,963,000
5,216,000
24,443,000
5,022,000
1,690,000
45,464,000
1,580,000
960,000

167,483,000
178,827,000

9.23

5,986,000
5,368,000

24,266,000
131,453,000
11,764,000

REEE
i
Granted
during
the year

Details of the movements of the share options granted under both
share option schemes are summarised as follows:

RN E

Number of share options

REEE REEE
frfE" i
Exercised Cancelled
during during
the year! the year

7,470,000 =
2,454,000 =

9,924,000 =

13,880,000 =
8,121,000 =
780,000 =
3,366,000 =
44,000 =
2,454,000 =
1,752,000 =
528,000 =
3,822,000 =
580,000 =
1,220,000 =
1,070,000 =
20,868,000 =
2,296,000 =
20,289,000 =
4,422,000 =
1,252,000 =
27,614,000 =
580,000 =
240,000 =

115,078,000 =
125,002,000

8.29 =

REEE
KH
Lapsed
during
the year

660,000

89,000

2,982,000
28,000

178,000
328,000
880,000

5,145,000
5,145,000

9.86

R=FERE
+=A=+-H
ERATE
Outstanding at
31/12/2006

475,000
945,000

1,420,000

634,000
3,365,000

284,000
720,000

50,000
394,000
80,000
352,000

15,113,000
2,892,000
4,154,000

600,000
160,000
17,622,000
120,000
720,000

47,260,000
48,680,000

30,722,000

9.40

Holders of the share options are analysed as follows:

5,986,000 =
3,938,000 =

23,666,000 =
83,133,000 =
8,279,000 =
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5,145,000

1,420,000

600,000
43,175,000
3,485,000

CREREZ
fEEtAREE?
Estimated
fair value of
the share
option
granted?
BT
HK$



it B

Date of grant

EitEl

Old Scheme
20/6/2000
21/11/2000

EHE]
New Scheme
07/02/2002
05/03/2002
08/03/2002
19/04/2002
23/05/2002
02/08/2002
07/11/2002
24/01/2003
14/04/2003
01/08/2003
08/10/2003
02/12/2003
14/01/2004
20/04/2004
25/05/2004
02/06/2004
22/07/2004
04/10/2004
17/01/2005
22/07/2005

ARERITE
Exercisable at the
end of the year

IETHTER
Weighted average
exercise price

T

Exercise

Price
BT
HK$

7.190
7.080

7.170
7.350
7.500
7.400
8.900
8.320
7.700
7.250
6.290
7.100
8.900
9.000
9.720
9.890
9.150
9.550
9.800
10.350
11.400
12.500

(E%)

(HKS)

Outstanding at

RZEFLE REEE
-A-H R
e RATHE Granted
during

1/1/2005 the year

11,861,000 =
4,153,000 =

16,014,000 =

19,638,000 =
19,624,000 =
980,000 =
7,204,000 =
136,000 =
5,870,000 =
1,790,000 =
1,182,000 =
7,428,000 =
1,070,000 =
2,888,000 =
1,360,000 =
46,441,000 =
5,600,000 =
35,856,000 =
5,022,000 =
3,100,000 =
49,680,000 =
= 1,750,000
= 960,000
214,869,000 2,710,000

230,883,000 2,710,000

9.04 11.79

EROBEETESHNBRE - FHEOT

Eital

Old Scheme
EZ Directors
{EE Employees

e
New Scheme
£ Directors
{EE Employees
Hi 2 8% Other participants

10,486,000
5,528,000 =

24,466,000 =
169,829,000 2,710,000
20,574,000 =

8175545 i ¥ Notes to the Financial Statements

RiRiEYE

Number of share options

REEE REEE
frfE" Eid
Exercised Cancelled
during during
the year! the year

3,916,000 =
754,000 =

4,670,000 =

5,124,000 =
7,816,000 =
200,000 =
3,654,000 =
92,000 =
1,936,000 =
38,000 =
576,000 =
3,162,000 =
410,000 =
945,000 =
290,000 =
6,520,000 =
384,000 =
11,251,000 =

1,610,000 =
3,900,000 =
70,000 =

47,778,000 =
52,448,000 =

8.51 =

4,500,000 =
170,000 =

200,000 =
39,090,000 =
8,488,000 =

REEE
KH
Lapsed
during
the year

322,000

100,000

28,000
50,000

282,000
958,000

162,000

316,000
100,000

2,318,000
2,318,000

8.93

1,996,000
322,000

R=FT1F
+=A=+-H
ERATE
Outstanding at
31/12/2005

7,945,000
3,399,000

11,344,000

14,514,000
11,486,000
780,000
3,650,000
44,000
3,834,000
1,752,000
578,000
4,216,000
660,000
1,661,000
1,070,000
38,963,000
5,216,000
24,443,000
5,022,000
1,590,000
45,464,000
1,580,000
960,000

167,483,000
178,827,000

137,027,000

9.23

5,986,000
5,358,000

24,266,000
131,453,000
11,764,000

CREREZ
fEEtAREE?
Estimated
fair value of
the share
option
granted?
BT
HK$

Details of the share options held by the directors included in the
above table are as follows:
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1. FARNBITEBRENTEB S Z METH
BEAEE16.80 L (ZETRFE : B
12.247T) °

2. ERBREZAABERTRITERZE
Bz i FIa R A fEME -

IER A EE TR =B F 25 (Trinomial
Lattice) ARETE «c U RAMARER Z
AR

TEERLER)

IREF B
FRETR IR
BIEHR
BRI 2 F %
FRETACE M=

HEDRIBTYRAAR ARBABE —F 2K
BET - ERERAA LB RERAE
EERTAERES | ERARTAEE
SHSIEN 2 BEE(H TR -

AEEREBEE ST FE+-_A=+—H1t
FERAQRAMBRBRERRET HBK
28AEL (ZETRHF - BES3EED) ©

Notes:

1. The weighted average share price at the date of exercise for share
options exercised during the year was HK$16.80 (2005: HK$12.24).

2. The fair value of the share option granted represents the weighted
average of the fair value of the share options with different exercisable
period.

These fair values were calculated using the Trinomial Lattice model.
The inputs into the model were as follows:

ZEERF
2005

Exercise price (as set out in the

above table)

Weighted average share price HK$11.95
Expected volatility 24.3%
Option life 10 years
Risk-free rate 41%
Expected dividend yield 2.7%

Expected volatility was determined by using the historical volatility
of the Company’s share price over the previous 1 year. The expected
life used in the model has been adjusted, based on management’s
best estimate, for the effects of non transferability, exercise
restrictions and behavioral considerations.

The Group recognised the total expenses of HK$23 million for the
year ended 31 December 2006 (2005: HK$53 million) in relation to
the share options granted by the Company.
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The Group

Details of changes in reserves of the Group are set out in the

consolidated statement of changes in equity on pages 91 to 92.

The retained profits of the Group include approximately HK$92 million
(2005: HK$100 million) and approximately HK$5 million (2005: HK$7
million) retained by associates and jointly controlled entities of the

Group, respectively.

A48 The Company
RZZEERE—A-A At 1 January 2005
BIRHEE Premium on share issued
EERRERR Employees share option benefits
REERT Profit for the year
RE Dividends
R=ZEZRF+-A=+t—H  At31 December 2005 and
k=TE F-A-H 1 January 2006
BIRHEE Premium on share issued
BIRHER Share issue expenses
EERERERERN Employees share option bengfits

REERAERIAREH

AER
B2 G2

RZZE ET-A=1—H

Release upon repayment of
Compound financial instruments

Profit for the year

Dividends (Note 13)

At 31 December 2006

ANAR AR TR 2 FEiEHEES,229
BETL(CZTRF : B3 361HETT) °

EERH

HEGE

Employee

fth it (E share-based SRR REH

Share  compensation Warrant Retained Bt
premium reserve reserve profits Total
BERET AEAET AEAET AEAET BERET
HK$ million HK$ milion HK$ milion HK$ milion HK$ million
10,637 92 168 3,176 14,073
987 - - - 987
- 53 - - 53
- - - 825 825
- - - (640) (640)
11,624 145 168 3,361 15,298
983 - - - 983
) - - - (1)
- 23 - - 23
- - (168) 168 -
- - - 2,965 2,965
- - - (3,265) (3,265)
12,606 168 - 3,229 16,003

Reserves of the Company available for distribution to the
shareholders amounted to HK$3,229 million (2005: HK$3,361
million).
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G BEFHZHERE

BRI AR

s
i YNGIE S
HEMB LR,/ EBMEHRH

HEREE DN R PSRRI
HER ERBAFEN

ITEERTALABERR(8%)
FEMAIERERS KA
FBHA

MBXH
HERTRERE (a7
EHRZEEEERERE
BRI ERBRERE
BHER A BT EERERR
EREH

EBVEESRH

ERRBAZ WEE
EEA 2 FRREE

RENXELES
DA g R 2 B A R

REETESRIAMEE M HEBE L

EEBEC BB KR
FENEZEY
HitrE 2%
HHRAMERTIEZZS
THEEB TR #

HHRAMENTFEZZS

REmBRE

Cash flows from operating activities

BEEET
HK$ million

Profit before taxation
Adjustments for:

Share of net results of associates

Profit on disposal of subsidiaries/
business

Profit on disposal of associates

Profit on disposal of available for
sale investments

Fair value losses/(gains) on derivative
financial instruments

Dividend income from unlisted
available for sale investments

Interest income

Interest expenses

Net loss/(profit) on disposal of
fixed assets

Impairment loss recognised on
fixed assets

Impairment loss recognised on available
for sale investments

Impairment loss recognised on other
intangible assets

Depreciation and amortisation

Amortisation of intangible assets

Discount on acquisition recognised
as income

Tank storage service fee utilised

Valuation gain on investment properties

Share based payment charged
against equity

Release of hedge reserve upon
settlement of derivative financial
instruments

Operating profit before working
capital changes

Changes in properties held for sale

Changes in other stocks

Changes in trade and
other receivables

Changes in derivative financial
instruments

Changes in trade and other payables

Cash generated from operations
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—ETRE
2005
BEAET
HK$ million
(&%)
(Restated)

3,175
(354)

(138)
(64)

(94)

49
1,342
56

(46)
0

(489)

53

3,587
(1,325)

(670)

2,360

3,951
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B Disposal of subsidiaries/business

—TTREF
2005
ABBET AEBET
HKS$ million HK$ million
Net assets disposed of:
Fixed assets 466
Goodwill -
Other intangible assets -
Interests in associates -
Available for sale investments =
Stocks -
Trade and other receivables 6
Cash and bank balances 15
Trade and other payables 6)
Taxation payable -
Short term loans =
Long term loans -
Deferred taxation liabilities (65)
Minority interests (33)
383
Reserves released -
Profit on disposal of subsidiaries/
business 138
521
Satisfied by
Cash consideration 512
Deferred consideration 9
521
Analysis of the net inflow of cash
and cash equivalents in respect of
disposal of subsidiaries/business
Cash considerations received 512
Cash and bank balances disposed of (15)
497
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] WEMB AR, EH C  Acquisition of subsidiaries/business
—TTHEF
2005
BERET AERET
HK$ million HK$ million
WHEMSHEE CREE The carrying amounts and fair values
RRAEE : of the net assets acquired:
EE&E Fixed assets 792
Him&E Other intangible assets 472
AERE Available for sale investments 19
7E Stocks 102
B 5 K H At A Trade and other receivables 59
ERERIARE Deferred taxation assets 9
Re RIRTHER Cash and bank balances 385
25 RHEMENFIR Trade and other payables (437)
FER IR Taxation payable @)
HHIER Short term loans 3)
RHIER Long term loans (229)
DR R S Minority interests @)
WHERE S 2 TR Discount on acquisition (46)
WENEE 2 HE Goodwill on acquisition 247
1,361
ATBIAASA - Discharged by:
e Cash 685
[ER BB Balance of consideration payable 94
BITRIE Prepaid consideration 582
1,361
WEMBAT EBZHER Analysis of the net outflow of cash
BeZERNBEST and cash equivalents in respect of
acquisition of subsidiaries/business’s
undertaking
ReRkE Cash consideration (685)
WS R & RIRTTHETF Cash and bank balances acquired 385
(300)
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X5 K4
The Group The Company
—ZTIHEF —ZTHF
2005 2005
A¥EET A%BEr A¥%BERT BEKEER
HK$ milion  HK$ million ~ HK$ million  HK$ million

REE B RRTTHRZ Capital commitments
BARENT : outstanding at the

balance sheet date
are as follows:

DENEMAEE Contracted but not
provided for 374 -
BEERERED Authorised but not
contracted for 866 -
1,240 -
(F) ERARBEAN (@) Aslessee
XE£E F4F
The Group The Company
“ETHE “TTRF
2005 2005
AEGBET RAMEET AB¥EET  B¥%EER
HK$ milion  HK$ million  HKS$ million  HK$ million
REER - REFIHEEERD At the balance sheet
AR TR 2 &E date, the total future
HEREEE minimum lease

payments under
non-cancellable
operating leases are
payable as follows:

—E—FR - Within one year 791 =
-HE_FEERF - In the second to
(BEEEME) fifth year
inclusive 2,318 =
-hF 2k — After five years 4,642 =
7,751 -
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() 1ER%EBEA@® (a) As lessee (continued)
EEHEFRBEAESEEAETEEMMMU Operating lease payment represents rental payable by the Group
EYESZNzEE - HNEER—ZE=1%F for certain of its retail outlets and properties. Leases are negotiated
2 HEFHEE - for lease terms principally ranged from 1 to 30 years.
(Z) 1EBRHBEA (b) As lessor
X5 XAT
The Group The Company
“ZTHF “TTERF
2005 2005

AEGET AYEEr BYEEL  BEEER
HK$ milion  HK$ milion ~ HK$ million  HK$ million

REEH - REFIFHEEERBOTRN TR At the balance sheet
WLz S{EAE SRR R date, the total future
minimum lease

payments under
non-cancellable
operating leases are
receivable as follows:

—-E—FR — Within one year 391 =

- CEFEERF - In the second to

(BEERMF) fifth year
inclusive 563 =
ALy - After five years 279 -
1,233 -
WWEME AT FHEAFHNT1E1Q These properties have committed tenants for an average term from
Fo 1 to 10 years.
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X5 K4
The Group The Company
—ZTIHEF —ZTHF
2005 2005
A¥EET A%BEr A¥%BERT BEKEER
HK$ milion  HK$ million  HK$ million  HK$ million

At the balance sheet
date, there were
contingent liabilities in
respect of guarantees
for banks and other
loans provided to

- subsidiaries - 7,054
- an associate 500 500
500 7,554

On 18 October, 2006, Preparis Limited, a wholly owned subsidiary
of the Company, entered into an agreement with China Resources
Petrochems Gas Group Limited, a wholly owned subsidiary of CRH
(the controlling shareholder of the Company), for the disposal of its
100% equity interest in China Resources Petrochems Holdings
Limited (“CRPH?) for a cash consideration of HK$2,780 million. CRPH
was the holding company of the Company’s piped gas businesses,
cheminals distribution businesses and other petroleum related
businesses in Chinese Mainland. This transaction was completed in
November 2006.
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Z, RABIREKEAR (BRAARZBEA B Transactions between the Company and its subsidiaries, which are

T EITZRSEREGRERE R - WE related parties of the Company, have been eliminated on
FEARWFREE - RAMBRESITHEZ consolidation and are not disclosed in this note. In addition to the
RPREERIN - RNREBEIT TS IHEKRE transactions and balances disclosed elsewhere in these financial
BRG e statements, the Group entered into the following material related

party transactions.

B NRIEAER Purchase of goods from associates
BE T A RRME 2 R/ Receiving of services from
—FEERAA] A holding company
(SYNGIESE ) =YNE] Fellow subsidiaries
kYN Associates
RT3 ARIHEER Sales of goods to
—EER AR A holding company
(SYNGIESE ) =YNE] Fellow subsidiaries
kYN Associates
AR RIS E 2 M E A IR RS Rendering of services to fellow
subsidiaries
HEMBAFIE Operating lease payment
—FEERAA] A holding company
(SYNGIESE ) =YNE] Fellow subsidiaries
/NG| Associates
RS2 Tank storage service fees
—FEERAA] A holding company
(SYNGIESE ) =YNE] Fellow subsidiaries
FHOHEREE TRE MR T AR Management fee received for provision
WHERE of certain services at oil depot
—EER AT A holding company
(SYNGIESE ) =YNE] Fellow subsidiaries
BRI RERRENRREE R S Transaction under godown management
BTG agreement and facilities management
BRI GIEE S = Receipt of service fee from
—EER AT A holding company
(SYNGIESE ) =YNE] Fellow subsidiaries
m—EERARZNAE Payment of monthly fee to a holding
company
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—TTRF

2005

BEHET BEEET
HK$ million HK$ million

408

128
25

18

113

47

140

131
79

33
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8175545 i ¥ Notes to the Financial Statements

(continued)

The Group had the following material related party balances:

“EERF
2005
AERET AERET
HK$ million HK$ million

Amount due from:
Fellow subsidiaries 18
Associates 28

Amount due to:

Fellow subsidiaries 54
Associates 18

Transactions/balances with other state-controlled entities in Chinese
Mainland.

The Group itself is a part of a larger group of companies under CRNC
which is controlled by the PRC government. Apart from the
transactions with CRNC group and the associates of the Group, it
also conducts businesses with entities directly or indirectly owned
or controlled by the PRC government in the ordinary course of
business. The Directors are of the opinion that those entities other
than the CRNC group do not have the power to govern or participate
in the financial and operating policies of the Group. The transactions
including sales and purchases of goods and services, with these
entities are conducted in the ordinary course of the Group’s business.
The Group believes that it has provided, at the best of its knowledge,
adequate and appropriate disclosure of related party transactions
as summarised above.

Compensation of key management personnel

Remuneration paid for key management personnel include solely
the directors of the Company as determined with reference to
remuneration committee, is disclosed in note 9.
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B 7 ¥7 &5 Bt 7 Notes to the Financial Statements

RARRZEE+F= A+ A AFEAH The Company entered into a framework agreement with China
(IR ERLR ([REAL]) B EZEH Petroleum & Chemical Corporation (“Sinopec”) on 14 March 2007
AtEREBRAR ([EHALKRE) S regarding the disposal of the Company’s petroleum distribution
LB AME M HERE 7 —IBER business, which was held by China Resources Petrochems
Wk - RIRIER D - BURNEBREEE Investments Limited (“CRPI”). Under the framework agreement,
Az - ARelIRERERALREI00% subject to the signing of a formal agreement, the Company agreed
EEITRANER @REBEWBETHERF to dispose 100% of the issued share capital of CRPI to Sinopec for
BA{t - EXNBEBEFE ST LFMNAH a cash consideration of HK$4,000 million. The formal agreement is
GIE i expected to be signed in mid-April 2007.

FOSEEF1OEMECMBMECEES The financial statements set out on pages 85 to 169 were approved
ERZZEZLFMAMBRE - by the Board of Directors on 4 April 2007.
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