Notes on the Financial Statements Bf ¥ 8 & Mf 5

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (which includes all applicable
Statements of Standard Accounting Practice and
Interpretations) issued by the Hong Kong Society of
Accountants (“HKSA”), accounting principles generally
accepted in Hong Kong and the requirements of the Hong
Kong Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited. A summary of
the significant accounting policies adopted by the Group

is set out below.

Basis of preparation of the financial statements

Measurement basis

The measurement basis used in the preparation of the
financial statements is historical cost modified by the
revaluation of investment properties and the marking to
market of certain investments in securities as explained

in the accounting policies set out below.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

Subsidiaries

A subsidiary, in accordance with the Hong Kong
Companies Ordinance, is a company in which the Group,
directly or indirectly, holds more than half of the issued
share capital, or controls more than half of the voting
power, or controls the composition of the board of

directors.

An investment in a subsidiary is consolidated into the
consolidated financial statements, unless it is acquired
and held exclusively with a view to subsequent disposal
in the near future or operates under severe long-term
restrictions which significantly impair its ability to
transfer funds to the Group, in which case, it is stated
in the consolidated balance sheet at fair value with
changes in fair value recognised in the consolidated

profit and loss account as they arise.

Intra-group balances and transactions, and any unrealised
profits arising from intra-group transactions, are
eliminated in full in preparing the consolidated financial
statements. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised
gains, but only to the extent that there is no evidence of

impairment.

Minority interests at the balance sheet date, being the
portion of the net assets of subsidiaries attributable to
equity interests that are not owned by the Company,
whether directly or indirectly through subsidiaries, are
presented in the consolidated balance sheet separately
from liabilities and the shareholders’ equity. Minority
interests in the results of the Group for the year are also

separately presented in the profit and loss account.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

(d)

Subsidiaries (continued)

Where losses attributable to the minority exceed the
minority interest in the net assets of a subsidiary, the
excess, and any further losses attributable to the minority,
are charged against the Group’s interest except to the
extent that the minority has a binding obligation to, and
is able to, make good the losses. All subsequent profits
of the subsidiary are allocated to the Group until the
minority’s share of losses previously absorbed by the

Group has been recovered.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less any impairment losses
(see note 1(j)), unless it is acquired and held exclusively
with a view to subsequent disposal in the near future or
operates under severe long-term restrictions which
significantly impair its ability to transfer funds to the
Company, in which case, it is stated at fair value with
changes in fair value recognised in the profit and loss

account as they arise.

Associates and jointly controlled entities

An associate is an entity in which the Group or Company
has significant influence, but not control or joint control,
over its management, including participation in the

financial and operating policy decisions.

A jointly controlled entity is an entity which operates
under a contractual arrangement between the Group or
Company and other parties, where the contractual
arrangement establishes that the Group or Company and
one or more of the other parties share joint control over

the economic activity of the entity.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#E FEEZAES )] = — HIEFEE (LK)

1.  SIGNIFICANT ACCOUNTING POLICIES (continued) —. TESITEE 4
(d)  Associates and jointly controlled entities (continued) (d BEARAREGEQT (4F)

An investment in an associate or a jointly controlled B ARG EAFE 2K
entity is accounted for in the consolidated financial TR RE = A B
statements under the equity method and is initially BB N B MA AN
recorded at cost and adjusted thereafter for the post LA 2 e A AR [ A R
acquisition change in the Group’s share of the associate’s Al 5 A8 A ) E R R IR
or the jointly controlled entity’s net assets, unless it is T 758 1Y) 588 B A o R B o (HL 5 BT
acquired and held exclusively with a view to subsequent WA RFAEZHE AR KA
disposal in the near future or operates under severe long- BN ) RE AR A A A A AR
term restrictions that significantly impair its ability to B B A R AR R 32 3
transfer funds to the investor or venturer, in which case fige B BRI > DA S s B
it is stated at fair value with changes in fair value HeEMBEEREELLSE T
recognised in the consolidated profit and loss account HIBE 7 S E RIS A R 2
as they arise. The consolidated profit and loss account BEHEEANBEHEELEGE
reflects the Group’s share of the post-acquisition results A BRI ﬁﬁ/\ﬁzt%f{ﬁz
of the associates and jointly controlled entities for the 5 8 BI) i L B IR A Z?AT
year, including any amortisation of positive or negative % 1R e R 1 A< 4 [ I A
goodwill charged or credited during the year in N T G B s TR IR AR El@
accordance with note 1(e). When the Group’s share of AF B 3 A LR AR R AR B M R
losses exceeds the carrying amount of the associate, the — (e)F1 BR 8 5 A MR 2 A o] 1E
carrying amount is reduced to nil and recognition of 7R R O R A AR A
further losses is discontinued except to the extent that BRI EAEE
the Group has incurred obligations in respect of the e 45 O T N F 2 BRI
associate. R MR 1a R I 2 B A

45 [ 5 B A FURME 2
AR S B 7E e 8 At s 18 -

Where the jointly controlled entity has a limited life, i 65 78 2 T AR A BRI

the Group’s share of post-acquisitions results is adjusted 2 4 1) A% BT A 2 i B AR 2E AR
for the amortisation of the original cost on a systematic T LAFH S B 8 A R R
basis over the joint venture period to the extent the WA R S e e A 2

original cost is considered recoverable. JFC T i [ O R



Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1.  SIGNIFICANT ACCOUNTING POLICIES (continued) —. TESITEE 4
(d)  Associates and jointly controlled entities (continued) (d BEARAREGEQT (F)

Unrealised profits and losses resulting from transactions ENE NN /N
between the Group and its associates and jointly N A [ 2 28 5y i L 2 ok
controlled entities are eliminated to the extent of the BB WA EBZHE N
Group’s interest in the associate or jointly controlled A A A T RE R P v g
entity, except where unrealised losses provide evidence MAEREHEZOCERE
of an impairment of the asset transferred, in which case B 1 IR (E A > Bl ZE ST 20 AE 4R
they are recognised immediately in the profit and loss i = P HERR -
account.
In the Company’s balance sheet, its investments in RN EREAERRN R
associates and jointly controlled entities are stated at BAR REBEAFAZHER
cost less impairment losses (see note 1(j)), unless it is ¥ AR 2 FE RS (M5
acquired and held exclusively with a view to subsequent — () PR o B BT A R Fr
disposal in the near future or operates under severe long- B2 W a kA s N m i
term restrictions that significantly impair its ability to i B AL A A AR W A
transfer funds to the investor or venturer, in which case, A AR R 2 B e R
it is stated at fair value with changes in fair value DI R EREBINE S EE
recognised in the profit and loss account as they arise. EARNAEBEGE LRSI
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill

Positive goodwill arising on consolidation represents the
excess of the cost of the acquisition over the Group’s
share of the fair value of the identifiable assets and

liabilities acquired. In respect of subsidiaries:

- for acquisitions before 1 January 2001, positive
goodwill is eliminated against reserves and is
reduced by impairment losses recognised in the

profit and loss account (see note 1(j)); and

- for acquisitions on or after 1 January 2001,
positive goodwill is amortised to the consolidated
profit and loss account on a straight-line basis
over the shorter of its estimated useful life and
20 years. Positive goodwill is stated in the
consolidated balance sheet at cost less any
accumulated amortisation and any impairment

losses (see note 1(j)).

In respect of acquisitions of associates and jointly
controlled entities, positive goodwill is amortised to the
consolidated profit and loss account on a straight-line
basis over the shorter of its estimated useful life and 20
years. The cost of positive goodwill less any accumulated
amortisation and any impairment losses (see note 1(j))
is included in the carrying amount of the interest in

associates or jointly controlled entities.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill (continued)

Negative goodwill arising on acquisitions of subsidiaries,
associates and jointly controlled entities represents the
excess of the Group’s share of the fair value of the
identifiable assets and liabilities acquired over the cost
of the acquisition. Negative goodwill is accounted for

as follows:

- for acquisitions before 1 January 2001, negative

goodwill is credited to a capital reserve; and

- for acquisitions on or after 1 January 2001, to
the extent that negative goodwill relates to an
expectation of future losses and expenses that
are identified in the plan of acquisition and can
be measured reliably, but which have not yet been
recognised, it is recognised in the consolidated
profit and loss account when the future losses
and expenses are recognised. Any remaining
negative goodwill, but not exceeding the fair
values of the non-monetary assets acquired, is
recognised in the consolidated profit and loss
account over the weighted average useful life of
those non-monetary assets that are depreciable/
amortisable. Negative goodwill in excess of the
fair values of the non-monetary assets acquired
is recognised immediately in the consolidated

profit and loss account.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#E FEEZAES )] = — HIEFEE (LK)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Goodwill (continued)

In respect of any negative goodwill not yet recognised

in the consolidated profit and loss account:

- for subsidiaries, such negative goodwill is shown
in the consolidated balance sheet as a deduction
from assets in the same balance sheet

classification as positive goodwill; and

- for associates and jointly controlled entities, such
negative goodwill is included in the carrying
amount of the interests in associates or jointly

controlled entities.

On disposal of a subsidiary, an associate or a jointly
controlled entity during the year, any attributable amount
of purchased goodwill not previously amortised through
the consolidated profit and loss account or which has
previously been dealt with as a movement on group
reserves is included in the calculation of the profit or

loss on disposal.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

Other investments in securities

The Group’s and the Company’s policies for investments

in securities other than investments in subsidiaries,

associates and jointly controlled entities are as follows:

()

(ii)

(iii)

Investments held on a continuing basis for an
identified long-term purpose are classified as
investment securities. Investment securities are
stated in the balance sheet at cost less any
provisions for diminution in value. Provisions are
made when the fair values have declined below
the carrying amounts, unless there is evidence
that the decline is temporary, and are recognised
as an expense in the profit and loss account, such
provisions being determined for each investment

individually.

All other securities (whether held for trading or
otherwise) are stated in the balance sheet at fair
value. Changes in fair value are recognised in
the profit and loss account as they arise.
Securities are presented as trading securities
when they were acquired principally for the
purpose of generating a profit from short term

fluctuations in price or dealer’s margin.

Profits or losses on disposal of investments in
securities are determined as the difference
between the estimated net disposal proceeds and
the carrying amount of the investments and are
accounted for in the profit and loss account as

they arise.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets

(i) Fixed assets are carried in the balance sheets on

the following bases:

- investment properties with an unexpired
lease term of more than 20 years are stated
in the balance sheet at their open market
value which is assessed annually by

external qualified valuers; and

- other fixed assets are stated in the balance
sheet at cost less accumulated
depreciation (see note 1(i)) and

impairment losses (see note 1(j)).
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Fixed assets (continued)

(i)

(iii)

Changes arising on the revaluation of investment
properties are generally dealt with in reserves.

The only exceptions are as follows:

- when a deficit arises on revaluation, it
will be charged to the profit and loss
account, if and to the extent that it exceeds
the amount held in the reserve in respect
of the portfolio of investment properties,

immediately prior to the revaluation; and

- when a surplus arises on revaluation, it
will be credited to the profit and loss
account, if and to the extent that a deficit
on revaluation in respect of the portfolio
of investment properties, had previously
been charged to the profit and loss

account.

Subsequent expenditure relating to a fixed asset
that has already been recognised is added to the
carrying amount of the asset when it is probable
that future economic benefits, in excess of the
originally assessed standard of performance of
the existing asset, will flow to the enterprise. All
other subsequent expenditure is recognised as an

expense in the period in which it is incurred.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g)

(h)

Fixed assets (continued)

(iv)  Gains or losses arising from the retirement or
disposal of a fixed asset are determined as the
difference between the estimated net disposal
proceeds and the carrying amount of the asset
and are recognised in the profit and loss account
on the date of retirement or disposal. On disposal
of an investment property, the related portion of
surpluses or deficits previously taken to the
investment properties revaluation reserve is also
transferred to the profit and loss account for the

year.

Operating lease charges

Where the Group has the use of assets under operating
leases, payments made under the leases are charged to
the profit and loss account in equal instalments over the
accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the profit
and loss account as an integral part of the aggregate net
lease payments made. Contingent rentals are charged to
the profit and loss account in the accounting period in

which they are incurred.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Depreciation

()

(i)

No depreciation is provided on investment
properties with an unexpired lease term of over
20 years.

Depreciation is calculated to write off the cost
of other fixed assets over their estimated useful
lives as follows:

- toll bridge is depreciated on an units-of-
usage basis which is based on the actual
traffic volume for a particular period over
the projected total traffic volume
throughout the periods for which the
Group is granted the right to operate the
bridge. It is a Group policy to review
regularly the projected total traffic volume
throughout the operating periods of the
toll bridge. If it is considered appropriate,
independent professional traffic studies
will be obtained. Appropriate adjustment
will be made should there be a material
change;

- leasehold land is depreciated on a straight-
line basis over the remaining term of the
lease;

- buildings are depreciated on a straight-
line basis over the shorter of their
estimated useful lives, being 50 years
from the date of completion, and the
unexpired terms of the leases; and
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#BEFT=4F =1 — HIEFE (LG E)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Depreciation (continued)

(ii) (continued)

- other fixed assets are depreciated on a
straight-line basis over their estimated

useful lives as follows:

Toll bridge ancillary facilities 5to 10 years
Leasehold improvements 10 years or over the
remaining term of

the lease, if shorter

Machinery and equipment Sto 15 years
Furniture and fixtures 5to 10 years
Motor vehicles 410 12 years
Electronic equipment and 10 years

other fixed assets

(iii) No depreciation is provided in respect of

construction in progress.

() Impairment of assets

Internal and external sources of information are reviewed
at each balance sheet date to identify indications that
the following assets may be impaired or an impairment
loss previously recognised no longer exists or may have

decreased:

- fixed assets (other than properties carried at

revalued amounts);

- investments in subsidiaries, associates and jointly
controlled entity (except for those accounted for

at fair value under notes 1(c) & (d)); and
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

@)

Impairment of assets (continued)

positive goodwill (whether taken initially to

reserves or recognised as an asset).

If any such indication exists, the asset’s recoverable

amount is estimated. An impairment loss is recognised

in the profit and loss account whenever the carrying

amount of an asset (including positive goodwill taken

directly to reserves) exceeds its recoverable amount.

Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its net selling price and value in use. In
assessing value in use, the estimated future cash
flows are discounted to their present value using
a pre-tax discount rate that reflects current market
assessments of time value of money and the risks
specific to the asset. Where an asset does not
generate cash inflows largely independent of
those from other assets, the recoverable amount
is determined for the smallest group of assets
that generates cash inflows independently (i.e. a

cash-generating unit).
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

() Impairment of assets (continued)

(ii)

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is reversed only if the
loss was caused by a specific external event of
an exceptional nature that is not expected to
recur, and the increase in recoverable amount
relates clearly to the reversal of the effect of that

specific event.

A reversal of impairment losses 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.

(k) Inventories

Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost

formula and comprises all costs of purchase, costs of

conversion and other costs incurred in bringing the

inventories to their present location and condition.

Net realisable value is the estimated selling price in the

ordinary course of business less the estimated costs of

completion and the estimated costs necessary to make

the sale.
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1.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Inventories (continued)

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

—. TESHBE (4

(k)

When inventories are sold, the carrying amount of those

inventories is recognised as an expense in the period in

which the related revenue is recognised. The amount of

any write-down of inventories to net realisable value

and all losses of inventories are recognised as an expense

in the period the write-down or loss occurs. The amount

of any reversal of any write-down of inventories, arising

from an increase in net realisable value, is recognised

as a reduction in the amount of inventories recognised

as an expense in the period in which the reversal occurs.

() Cash equivalents

U]

Cash and cash equivalents comprise cash at bank and in

hand, demand deposits with banks and other financial

institutions, and short-term, highly liquid investments

that are readily convertible into known amounts of cash

and which are subject to an insignificant risk of changes

in value, having been within three months of maturity

at acquisition. Bank overdrafts that are repayable on

demand and form an integral part of the Group’s cash

management are also included as a component of cash

and cash equivalents for the purpose of the cash flow

statement.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Employee benefits

()

(ii)

(iii)

Salaries, annual bonuses, paid annual leave, leave
passage and the cost to the Group of non-
monetary benefits are accrued in the year in
which the associated services are rendered by
employees of the Group. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their present

values.

Contributions to Mandatory Provident Funds as
required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance, are
recognised as an expense in the profit and loss
account as incurred. The Group also participates
in the retirement schemes operated by the relevant
authorities for the employees of the subsidiaries
in the People’s Republic of China (“PRC”) and
the Group’s contributions to these schemes are
recognised as an expense in the profit and loss
account as incurred, except to the extent that they
are included in the cost of inventories not yet

recognised as an expense.

When the Group grants employees options to
acquire shares of the Company at nil
consideration, no employee benefit cost or
obligation is recognised at the date of grant.
When the options are exercised, equity is

increased by the amount of the proceeds received.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Income tax

()

(i)

(iii)

Income tax for the year comprises current tax
and movements in deferred tax assets and
liabilities. Current tax and movements in deferred
tax assets and liabilities are recognised in the
profit and loss account except to the extent that
they relate to items recognised directly in equity,

in which case they are recognised in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the balance
sheet date, and any adjustment to tax payable in

respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and the tax bases.
Deferred tax assets also arise from unused tax

losses and unused tax credits.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#E FEEZAES )] = — HIEFEE (LK)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Income tax (continued)

(iii)

(continued)

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax assets
to the extent that it is probable that future taxable
profits will be available against which the asset
can be utilised, are recognised. Future taxable
profits that may support the recognition of
deferred tax assets arising from deductible
temporary differences include those that will arise
from the reversal of existing taxable temporary
differences, provided those differences relate to
the same taxation authority and the same taxable
entity, and are expected to reverse either in the
same period as the expected reversal of the
deductible temporary difference or in periods into
which a tax loss arising from the deferred tax
asset can be carried back or forward. The same
criteria are adopted when determining whether
existing taxable temporary differences support the
recognition of deferred tax assets arising from
unused tax losses and credits, that is, those
differences are taken into account if they relate
to the same taxation authority and the same
taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit

can be utilised.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

Income tax (continued)

(iii)

(continued)

The limited exceptions to recognition of deferred
tax assets and liabilities are those temporary
differences arising from goodwill not deductible
for tax purposes, negative goodwill treated as
deferred income, the initial recognition of assets
or liabilities that affect neither accounting nor
taxable profit (provided they are not part of a
business combination), and temporary differences
relating to investments in subsidiaries to the
extent that, in the case of taxable differences,
the Group controls the timing of the reversal and
it is probable that the differences will not reverse
in the foreseeable future, or in the case of
deductible differences, unless it is probable that

they will reverse in the future.

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance
sheet date. Deferred tax assets and liabilities are

not discounted.

The carrying amount of a deferred tax asset is
reviewed at each balance sheet date and is
reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to
allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it
becomes probable that sufficient taxable profit

will be available.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Income tax (continued)

(iii)

(iv)

(continued)

Additional income taxes that arise from the
distribution of dividends are recognised when the
liability to pay the related dividends is

recognised.

Current tax balances and deferred tax balances,
and movements therein, are presented separately
from each other and are not offset. Current tax
assets are offset against current tax liabilities,
and deferred tax assets against tax liabilities if,
and only if, the Company or the Group has the
legally enforceable right to set off current tax
assets against current tax liabilities and the

following additional conditions are met:

— in the case of current tax assets and liabilities,

the Company or the Group intends either to
settle on a net basis, or to realise the asset

and settle the liability simultaneously; or
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Income tax (continued)

(iv)  (continued)

— in the case of deferred tax assets and

liabilities, if they relate to income taxes levied

by the same taxation authority on either:

the same taxable entity; or

different taxable entities, which, in each
future period in which significant amounts
of deferred tax liabilities or assets are
expected to be settled or recovered, intend
to realise the current tax assets and settle
the current tax liabilities on a net basis or

realise and settle simultaneously.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(0)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Company or Group has a
legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present
value of the expenditures expected to settle the

obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or
non-occurrence of one or more future events are also
disclosed as contingent liabilities unless the probability

of outflow of economic benefits is remote.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

Revenue recognition

Provided it is probable that the economic benefits will

flow to the Group and the revenue and costs, if

applicable,

can be measured reliably, revenue is

recognised in the profit and loss account as follows:

()

(ii)

Sale of goods

Revenue is recognised when goods are delivered
at the customers’ premises which is taken to be
the point in time when the customer has accepted
the goods and the related risks and rewards of
ownership. Revenue excludes value added tax or
other sales taxes and is after deduction of any

trade discounts.

Rental income from operating leases

Rental income receivable under operating leases
is recognised in the profit and loss account in
equal instalments over the accounting periods
covered by the lease term, except where an
alternative basis is more representative of the
pattern of benefits to be derived from the leased
asset. Lease incentives granted are recognised in
the profit and loss account as an integral part of
the aggregate net lease payments receivable.
Contingent rentals are recognised as income in

the accounting period in which they are earned.
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p) Revenue recognition (continued)

(iii)  Toll bridge revenue

Toll bridge revenue, net of business tax, is

recognised on a receipt basis.

(iv)  Dividends

- Dividend income from unlisted
investments is recognised when the
shareholder’s right to receive payment is
established.

- Dividend income from listed investments
is recognised when the share price of the

investment goes ex-dividend.

v) Interest income

Interest income from bank deposits is accrued
on a time-apportioned basis by reference to the

principal outstanding and the rate applicable.

(q) Translation of foreign currencies

Foreign currency transactions during the year are
translated into Hong Kong dollars at the exchange rates
ruling at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies are
translated into Hong Kong dollars at the exchange rates
ruling at the balance sheet date. Exchange gains and

losses are dealt with in the profit and loss account.
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(q)

(r)

Translation of foreign currencies (continued)

The results of foreign enterprises are translated into
Hong Kong dollars at the average exchange rates for the
year; balance sheet items are translated into Hong Kong
dollars at the rates of exchange ruling at the balance
sheet date. The resulting exchange differences are dealt

with as a movement in reserves.

On disposal of a foreign enterprise, the cumulative
amount of the exchange differences which relate to that
foreign enterprise is included in the calculation of the

profit or loss on disposal.

Borrowing costs

Borrowing costs are expensed in the profit and loss
account in the period in which they are incurred, except
to the extent that they are capitalised as being directly
attributable to the acquisition, construction or production
of an asset which necessarily takes a substantial period

of time to get ready for its intended use or sale.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditures for
the asset are being incurred, borrowing costs are being
incurred and activities that are necessary to prepare the
asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases
when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are

interrupted or complete.
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

(t)

(uw)

Related parties

For the purposes of these financial statements, parties
are considered to be related to the Group if the Group
has the ability, directly or indirectly, to control the party
or exercise significant influence over the party in making
financial and operating decisions, or vice versa, or where
the Group and the party are subject to common control
or common significant influence. Related parties may

be individuals or other entities.

Discontinuing operation

A discontinuing operation is a clearly distinguishable
component of the Group’s business that is disposed of
or abandoned pursuant to a single plan, and which
represents a separate major line of business or

geographical area of operation.

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are

different from those of other segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen business segment
information as the primary reporting format and
geographical segment information as the secondary
reporting format for the purposes of these financial

statements.

FESEEK (&)

(s)

(t)

(u)

BEAL

UL S B R & AR
P T T 4 > O AR
H B B KB R ORI B AT
o SRR B 0> A BT
g N B NS E|
EY S 2 FANS LTIV
AGEE 2 BN Lo BN L
T S AR N L B

RIEEEEK

Al K8 SR L AR R
7 B o 2 3B AL LR
B — G W B B I AR
R T LI R A —
(R g

TERE

[ 0] 2 45 B [ A ] 31 23 1Y
AL e A A BRI E
SRS (ER5 2 B0 - e 4
S REPRER ST (M [ 2 ) 42
36 it B 5 > AR 23 2
TR % 2 Jl B K P 45 2 [B] i Bl
HoAth 53 B[] -

R AR T 2 1 T B 5
Jr RO AR 2 BB R E %
S AR R
F& 2 T M I 2 S5 6 B 2
"2 HE A



Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(u)

Segment reporting (continued)

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis to
that segment. For example, segment assets may include
inventories, trade receivables and property, plant and
equipment. Segment revenue, expenses, assets and
liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such
intra-group balances and transactions are between group

enterprises within a single segment.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets that are

expected to be used for more than one period.

Unallocated items mainly comprise financial and
corporate assets, bank loans, other borrowings, corporate

and financing expenses and minority interests.

—. EESIEE #)

(u)

IR R~ B S SEA R K
=SNCRORTNERES ) N
ZIEH > VA b i% 45 AT 4y B
e Jp e 2 R O 2 HE -
maBEEARAEF R
R Wi B A B Wy 3~ RS e B
o A B EE M A
R &7 Bk H O AR P 3 S
R EAINGiPaE e S
o ) [H] 22 22 5 il 7 A » 1 5 P
N o ) ] &6 Bk 58 B IR A 4R
V][] — S5 20 A A 3 3
B b e

O B 2 B AR S R i T
i J1 At — B I 2 JH B
TEE T A Wi B 0 1A R 2 R
A o

ARy ECIE B O B &
A 36 SRAT B A HoA £
B~ A 36 T BB B S K D OB
HRHE i
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

2. TURNOVER

The principal activities of the Group are manufacturing and
sale of timber products, toll bridge operation, property

investments, securities trading and investment holding.

Turnover represents the invoiced value of goods supplied to
customers, toll bridge revenue, rental income and proceeds from
securities trading. The amount of each significant category of

revenue recognised in turnover during the year is as follows:

Sale of timber products S5 5 AR B E b
Toll bridge revenue i 2 A KR L AR
Property rental /e
Securities trading BHEE

3. OTHER REVENUE
Interest income FIE U A

Write back of interest on other borrowings
Dividend income from unlisted securities
Gain on sale of other financial assets

Others HoAh

35 Il At i 8 2 FILE
b g g 2 B A
AR HoAt 5 E 2 W AR

EXH

AL 2 W Iy ROE KB R R
P it~ WSO R W S B
FrHE MBCE

BEBAEmMEFEGY) 2 %5
B f - M 2 A8 R i 4~ T B A S 7B
Ir HUE AT AR < R A AR B AR 2
FEHE RR 2 A8 1 3 A S R
T

2003 2002

—EE=F —EBEC_HF

$7000 $7000

For T

49,270 245,892

19,916 -

13,822 15,157

605 -

83,613 261,049
Hag A

2003 2002

—EE=F —EECF

$7000 $7000

For Tt

465 878

9,379 -

530 -

223 -

1,425 2,593

12,022 3,471




Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

PROFIT FROM ORDINARY ACTIVITIES BEFORE M. —REKKRBATRF
TAXATION
Profit from ordinary activities before taxation is arrived at after — % 35 R B AT A& R A0 BR (BE
charging/(crediting): A)
2003 2002
—EE=F —EECF
$7000 $7000
T 7z Tz
(a)  Finance costs: (a) B 2
Interest on bank advances and JE S HLAE N A BUE R
other borrowings wholly ZRAT BB B A
repayable within five years ez HE 7,150 24,424
Interest on other bank advances HoAh 8817 B g 2 A B 4,742 —
Interest on loans from ultimate BEBERARERZ
holding company & 19,482 40,188
31,374 64,612
(b) Staff costs: (b) Tk B B A
Contributions to defined R FOR IR E B 2
contribution plans HE 3K 701 1,783
Salaries, wages and other benefits B4 B & H A AR R 16,910 42,017
17,611 43,800
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

#BEFT=4F =1 — HIEFE (LG E)

4. PROFIT FROM ORDINARY ACTIVITIES

TAXATION (continued)

(c) Other items:

Cost of inventories
Amortisation of investment
in jointly controlled entity
Amortisation of positive goodwill
Amortisation of negative goodwill
included in share of profits
of associates
Exchange loss
Auditors’ remuneration
Depreciation
— assets held for use under
operating leases
— other assets
Loss on sale of fixed assets
Operating lease charges for premises
Provision for diminution in value
of other financial assets
Unrealised losses on listed securities
in Hong Kong carried at fair value
Provision for bad and doubtful debts
Net deficit on revaluation of
investment properties
Rentals receivable from investment
properties less direct outgoings of

$1,432,000 (2002: $1,421,000)

(c)

BEFORE 4.

AF. 7 2 4
RS (FEA
i Al B o 2 W A

HE 5 i 12
A% B i A <
e

— AR B

HE

— oA B
[ E 2 4R
W B HEE N

LAt S B R (L 9 A

BN A IR 2
T RE R R A B E

R EREIR A

B ) 3 Al s 18 95 AR

BB Yy 3 e Wi 4

B #% % 11,432,0007T

(“FF
1,421,0007T)

45,613
2,747

803

(674)
139
1,365

1,018
12,260
69

660

29,495

17,046

(12,390)

—REBRBEABRN (4)

2002

214,192

6,592

1,849
1,635

1,019
18,541
178
2,079

11,400

440
3,602

4,394

(13,736)




5. SHARE OF RESULTS OF ASSOCIATES

Share of profits of associates
Amortisation of negative goodwill

Share of (deficit)/surplus on revaluation
of investment properties

6. INCOME TAX IN THE CONSOLIDATED PROFIT AND 7%,

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

.

v A g 5 % ] L R
£ 7

JIT A B W) 2 T A
(B 1R) /7 &

LOSS ACCOUNT
(a) Income tax in the consolidated profit and loss account
represents:

Current tax — Provision
for the PRC income tax
Tax for the year

Deferred tax
Origination and reversal of

temporary differences

Share of associates’ taxation

B3R BE 1R —
TERFSHBRE
A A JEE B TR

iE 5E B 1]
FEE A AR [ R 2 B

T A1 W 2 ] B IR

No provision for Hong Kong Profits Tax has been made in the

financial statements as the Group sustained a loss for Hong

Kong Profits Tax purposes during the year. Taxation for the
PRC operations is charged at the appropriate current rates of

taxation ruling in the PRC.

Frih Bt A R &
2003 2002
—EE=HF —EE-F
(restated)
(FE¥R)
$7000 37000
T 7z Tz
109,217 108,157
674 -
109,891 108,157
(13,322) 61
96,569 108,218
HREBRRZAMEH

(a)

R 18 g R T R B9 T A5 B IR

-2
2003 2002
—EE=F —EE2CF
(restated)
(FEH)
37000 37000
T 7z Tz
4,306 974
206 -
13,336 17,392
17,848 18,366

R AR 4 B2 0 A 4 T 52 52 B R R 1R
A A AR AR [ SIf 90 A B B R AR L
A G B 45845 o vp B SE 7 2 B IR %
B B AT YT B AR
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

#BEFT=4F =1 — HIEFE (LG E)

6.

INCOME TAX IN THE CONSOLIDATED PROFIT AND

LOSS ACCOUNT (continued)

l

N

(b) Reconciliation between tax expense and accounting profit

at applicable tax rates:

Profit before tax

Notional tax on profit before tax,

calculated at the rates applicable

to profits in the countries
concerned
Tax effect of non-deductible

expenses

Tax effect of non-taxable revenue

Tax effect of unused tax losses

not recognised

Actual tax expense

DIRECTORS’ REMUNERATION

R Bt AT 4t M

DUA B B R 2 3 T

v 5 T 5L 25 A Bk L AiD
BAGEHE 2 R BB

N,

REBBERZFBH (#)

(b)  FER A BIERFE ZBIHM X

AN HT 0B B S 2 B R

T ARBL A 2 B 5 B

AR T 58 R B S s 12 2

T 5 5 2

BB B 3

Directors’ remuneration disclosed pursuant to section 161 of

the Hong Kong Companies Ordinance is as follows:

Fees
Salaries and other emoluments
Discretionary bonuses

Retirement scheme contributions

(S

e B BCH At 37
175 fE AL

HER S R

B 53R 2 R
2003 2002
—EE=F —EE-
(restated)
(FE )
$7000 $7000
T 7z Fo
75,516 20,318
21,347 2,782
6,404 7,283
(13,056) (3,272)
3,153 11,573
17,848 18,366
EEXEMe
MR o w9 56 — A N + — e B i
ZHEBEMEWT:
2003 2002
—EE=HF —EECF
$7000 $7000
+T +T
245 245
5,393 4,022
1,370 366
145 90
7,153 4,723




Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

DIRECTORS’ REMUNERATION (continued) t.

Included in the directors’ remuneration were fees of $245,000
(2002: $245,000) paid to independent non-executive directors
during the year.

During the year, share options were granted to directors under
the Company’s share option scheme. The details of the share
options are disclosed under the paragraph “Share option scheme”
in the report of the directors and note 30.

The remuneration of the directors is within the following bands:

$0 — $1,000,000

$1,000,001 — $1,500,000
$1,500,001 — $2,000,000
$2,000,001 - $2,500,000

07T — 1,000,0007T

INDIVIDUALS WITH HIGHEST EMOLUMENTS .

Of the five individuals with the highest emoluments, all (2002:
four) are directors whose emoluments are disclosed in note 7.
The aggregate of the emoluments in respect of the other one
individual in 2002 are as follows:

Salaries and other emoluments 3 4 S H: th 3
Discretionary bonuses T 15 A€ AL
PROFIT ATTRIBUTABLE TO SHAREHOLDERS 7.

The consolidated profit attributable to shareholders includes a
loss of $37,600,000 (2002: $37,648,000) which has been dealt
with in the financial statements of the Company.

1,000,001 7t — 1,500,0007T
1,500,0017C — 2,000,0007C
2,000,0017t — 2,500,0007C

EEME &)

HEME PR AEEZANTH
S I AT F 2 40 4:245,00000 (—F
& T4 1245,0000C) ©

AN AR R AR AR R w45 L
JBCEE T T o A7 [ B e HE R AR T
B [ BERE R B ) — B R =
T+

B e TE LT AL A

2003 2002

—EE=F —BE-HF

Number of Number of

directors directors

EEAH BEEAH

8 9

1 —

1 2

1 —
BEFMMER A+

AR RN e
(ZEF AN WA#ESE H

M EL S B 5T b B A:ZZ:#E’
WALz SN

2002
—gT=%
$000

T

787
66

853

IR B R

BHRELEGZ SR MNEEE IR
37,600,0007C ( — & F — 4
37,648,0000C) B 5 A AN ] 2 BB
HEMA -
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

10. EARNINGS PER SHARE

(a)

(b)

(c)

Basic earnings per share

The calculation of basic earnings per share is based on
the profit attributable to shareholders of $56,837,000
(2002 (restated): $1,009,000) and 2,548,311,700 ordinary
shares (2002: 2,548,311,700 ordinary shares) in issue

during the year.

Diluted earnings per share

The calculation of diluted earnings per share is based
on the profit attributable to ordinary shareholders of
$56,837,000 (2002 (restated): $1,009,000) and the
weighted average number of ordinary shares of
2,551,060,407 shares (2002: 2,548,311,700 shares) after
adjusting for the effects of all dilutive potential ordinary

shares under the Company’s share option scheme.

Reconciliations

. BRER
(@) BRELXER
BB AR R T i R SR HE A

(b)

(c)

Weighted average number of ordinary &I 53 4 i & 7% 2 I IR§
shares used in calculating basic T 2 T2y
earnings per share - 788 TR T

Deemed issue of ordinary shares for  # #i & DL & A (H 8817
no consideration P Fiili

Weighted average number of a5 I v 2 R Iy
ordinary shares used in calculating FT Al 2 i HE ST 1
diluted earnings per share 78 I i

2 %156,837,0000C (= FE
 (FEHR) $1,009,00070) KA
N B ¥ 1T 2,548,311,700/%
Tk (= FF
2,548,311,700/% & % %) #t
(=1

BEREERR

B G 48 T 2 R T i R
JEE 15 71 F1156,837,0007C ( &
F A (EH) :1,009,0007T)
B Ok AE A 4 | I B RE ST
THAH BB ES R
28 A A RS
JBEINRET- 24 842,551,060,407
(. FF 5 :2,548,311,700
) wHE -

R
2003 2002
—BE=F =BE=F
Number of Number of
shares shares
Ko #A R4 EA

2,548,311,700  2,548,311,700

2,748,707 -

2,551,060,407  2,548,311,700
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Notes on the Financial Statements 8 # 3% 3 Mt 5%
For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

CHANGE IN ACCOUNTING POLICY

In prior years, deferred tax liabilities were provided using the
liability method in respect of the taxation effect arising from
all material timing differences between the accounting and tax
treatment of income and expenditure, which were expected with
reasonable probability to crystallise in the foreseeable future.
Deferred tax assets were not recognised unless their realisation
was assured beyond reasonable doubt. With effect from 1
January 2003, in order to comply with Statement of Standard
Accounting Practice 12 (revised) issued by the HKSA, the Group
adopted a new policy for deferred tax as set out in note 1(n).
As a result of the adoption of this accounting policy, the Group’s
profit for the year has been decreased by $Nil (2002:
$5,764,000) and the net assets as at the year end have been
decreased by $41,490,000 (2002: $41,490,000).

The new accounting policy has been adopted retrospectively,
with the opening balances of accumulated losses and other
reserves and their respective comparative information adjusted
for the amounts relating to prior periods as disclosed in the

consolidated statement of changes in equity.

DISCONTINUED OPERATION

On 21 March 2003, the Company entered into an agreement
with China Everbright Technology Limited (“CE Technology”),
an associate of the Group’s ultimate holding company, to dispose
of its entire 77.12% interest in Everbright Timber Industry
(Shenzhen) Co., Ltd. (“SETI”) representing the manufacture
and sale of timber products segment (“the Timber Segment”)
for a cash consideration of $7,000,000. The disposal was
completed on 28 March 2003 and the control of the Timber
Segment effectively passed to CE Technology on the same day.
The gain on sale of the Timber Segment of $19,576,000 has

been credited to the consolidated profit and loss account.

MEZBR=4E =) = F— H I (LB IT)

T— BFBEREX

T DL AR B R SR TE A AR I A
B S 0 g wh B BLES 0 BT i 22 [
H 9T A B K IR 22 T AH AT AR BT R
RACH B BLIE 2 28 D) A Rk EHE
HEM o MR AE B IE B R g e S ARGE
FEBRA R - _FE = —
A—HR B THEEEGFA e
WA 2 B R HE IS 1298 (B
F1) T mi] 2 8 AEBRM T
— TE [B A 5% A B TE A T € BT BUR o B
TR EE—(n) o HR SR EH e 5
BUHR » AR A [ A A AT B 22 28 R i D
(= FF =4 :5,764,00000) - T A 4F
IR 2 3% & B HIE ) 41,490,00070
(- F & T4F 1 41,490,00070) °

LG TECHT B €7 WO 08 W T -
G ME A S B R T A o R A s
A EG A 25 fof 45 1) 0 40 5 B M LA
b X B A B A S ] Y 52 5 B R
BAE R

RIEREXRK

N BB CAEZH A —H AR
B b O R B A BR 2 A (TR KR
B AREE RN R Z BE N
A]) #T57 h # » LA B 4 X 18 7,000,000
G H B HOR SR KR M T () A
FRATE ([JERARM ) 2 2877.12%
RE £ o 6 R AR 2 FEH AR 3R Y i K B
BRSO (TR M 2
M) REHELHOR FT =
= A CH S8 R T AR b 2 A
ZYERIREIRT N R B A R T ok
KRB o 85 R A 368 8 11 i 45 i 4
19,576,0007C > Ml B 5 A i SR %K -
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

12.  DISCONTINUED OPERATION (continued) T REREER (W)
The results of the discontinued operation for the current period LB EB AW (B2 HEH
(up to the date of disposal) and previous year were as follows: Wik) REFZ EHNT:

Timber Segment

A B 7% 5 Rl

28 March 31 December

2003 2002

S I H 1=

ZA=+NB +=ZH=t-H

$000 $000

T T

Turnover S ¥ 49,270 245,892
Cost of sales B AR (45,613) (214,192)
3,657 31,700

Other revenue HAh g A 1,068 2,916
Distribution costs 43 8 LA (1,305) (8,004)
Administrative expenses 1T B 2 A (4,045) (12,389)
Other operating expenses oAt 5% 2 (400) (11,546)
(Loss)/profit from operations s (ksig) B (1,025) 2,677
Finance costs 5 2 (4,273) (20,899)
Gain on sale of discontinued operation HY B 2| KR ZE R IR 2R 19,576 -

Profit/(loss) from ordinary activities — % SE S Gk B T
before taxation AR (1) 14,278 (18,222)
Income tax JiT 15 Bt - -
Profit/(loss) from ordinary activities — B EFRBLE

after taxation AR (FiE) 14,278 (18,222)
Minority interests D B SRRE 45 (236) (943)
Profit/(loss) attributable to shareholders i SR HEAG & R (5 48) 14,042 (19,165)
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

DISCONTINUED OPERATION (continued) +=

The net liabilities of the discontinued operation as at the date

of discontinuance and 31 December 2002 were as follows:

Total assets B

Total liabilities mAfH

Net liabilities A

Consideration received BV ]

Exchange reserves realised on disposal B TRy 5 B 2 R L £ 445
Gain on sale of discontinued operation W AR R S I 5

The cash flows of the discontinued operation for the current

period (up to the date of disposal) and previous year were as

BRI R ()

Ol KR S I A L AL B K
FE_EFT A=t -HZAMRE
R

Timber Segment

A EHKE R
28 March 31 December
2003 2002
—BE=F —BE-F
=R=tNB +=ZA=+-H
$000 $000
T Tt
444,446 404,526
(456,404) (410,950)
(11,958) (6,424)
7,000
618
19,576

R R EH A A (B2 H
i) REFEZBHEREWMT:

follows:
Timber Segment
S %
28 March 31 December
2003 2002
—BE=F —BE-F
=A=+N\B +=ZB=+-—H
$000 $000
Fir Fir
Net cash flow BeREFRE
Cash (outflow)/inflow from operating activities ~ A& EB 2 B4 () /HA (5,596) 47,725
Cash inflow/(outflow) from investing activities BEFRHZHERA G 368 (2,150)
Cash outflow from financing activities AV TE B 2 B4 (4,736) (50,203)

101



Notes on the Financial Statements 81 % 3} & M 5%
For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

BEZFFZAFF 2 = A — HIEFEBE (LU EE5E)

13. SEGMENT REPORTING

Segment information is presented in respect of the Group’s
business and geographical segments.
information is chosen as the primary reporting format because

this is more relevant to the Group in making operating and

financial decisions.

Business segments

The Group comprises the following main business segments:

Manufacture and sale of

timber products

Property investment and

development

Securities trading

Infrastructure investment

and operation

Environmental protection

investment

102

The manufacture and sale of timber products.

The leasing of office premises and shopping
arcades to generate rental income and to
gain from the appreciation in the properties’
values in the long term and investment in
associate which engages in property

development projects.

The trading of securities to generate a profit

from short term fluctuations in price or

dealer’s margin.

The operation of a toll bridge to generate toll
fee revenue and investment in associates,
jointly controlled entity and investment
securities, which engage in infrastructure and
power industry, to generate dividend income
and gain from the appreciation in the

investment value in the long term.

The investment in associates which engage in

environmental protection projects.

Business segment

T=. 2ERE

O JECE R AR A AR B 2 S R
AR b [ 5 i o 4 O B PR 2
T D BB PR R - O8R4 DL SEH U S

2 RO

E 3 P

AR F BN B T SE R U

Rk N
AR i

E XS <P

%R

& 4
S
pui
iy

HERE
& g

RREE

Bk e 8RR b
FE i o

& W = AL K

75 35 LA e MR 42
WA BL R AEY)
EEEZ RET
{H R 7 45 IR e
HY K RIAA
O BB 2 2 ) B
W i o

' A5 SR DA S
m@%&ﬁ&%
22 18 v e B

@k%

S o

5 2 A R L ik
ﬁ%ﬁ&&ﬁm
PEHEHENLET
(FEN R RN
GRS/ 3
P& A Ir LA
JB B e A B e
HHEEZ RETT
(L P B O i o
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

13. SEGMENT REPORTING (continued) T=. 28E®RE (4)
Business segments (continued) E¥¥KoE ()
Discontinued operation Continuing operations
REREXE RELERR
Infrastructure
Manufacture and sale Property investment investment and Environmental
of timber products and development Securities trading operation protection investment Consolidated

HERHEERHER NERERER #2588 EEREREE RRRE &4

2003 2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
TE%SE TBSCE CETSF CE9CEF “ESCSE CERCF CE9SHE CBSCE CERSF CEPCE CEECSE C%%CF
(restated) (restated)

(@ %) EH)

§000 §000 §000 §000 §000 §000 §000 §000 §000 §000 §000 §000
T T T T T T T T T T T T

Revenue from external ~ SMF &

customers A 49270 245892 13,822 15,157 605 - 19916 - - - 83,613 261,049
Other revenue from ~— SMFAF

external customers HAt A 1,068 2,916 66 5 79 - 9,379 - 8 - 10,600 2,91
Unallocated other FAE

revenue HA A - - - - - - - - - - 142 550
Total At 50,338 248,808 13,888 15,162 684 - 29,295 - 8 - 95,635 264,520
Segment results AEEE (1,025) 2,677 (7,601) 6,679 (44) (441)  (12,687)  (16,596) (2,273) - (23,630) (7,681)
Unallocated operating ~ # 7 L4

income and expenses WA R X (17,607)  (17,739)
Loss from operations & & 17 (41,37)  (25420)
Finance costs RHER (B1374)  (64612)
Share of profits before 7 1f B & 4

taxation of associates R il B A - - 13,367 8,629 - - 95862 99528 662 - 109891 108,157

Share of (deficit)/surplus 7 15 5 & 4 7
on revaluation of REMEELR
investment properties () /B

of associates - - (13,322) 61 - - - - - - (13,322) 61
Share of profit of jointly Ff ffi 4 %/ 7

controlled entity B - - - - - - 31,982 2,132 - - 31,982 2,13
Gain on sale of LR

discontinued Exdleol

operation 19,576 - - - - - - - - - 19,576 -
Tncome tax Fi 8 (17,848)  (18,366)
Minority interests DHR A S (831) (943)

Profit attributable to TR MELG B A
shareholders 56,837 1,009

Depreciation and REREE

amortisation i £

for the year 3975 16,967 2,088 2,087 - - 10,244 6,592 72 -
Net deficit on revaluation £t B4 £ E

of investment BRTE

properties - - 17,046 4394 - - - - - -

Significant non-cash ~~ EKHF 5%
expenses (other than B (47
depreciation and R
amortisation) Boh) - 3,602 - - - - 9495 10,000 - -
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#BEFT=4F =1 — HIEFE (LG E)

13. SEGMENT REPORTING (continued) T=Z. 2ERE 4)
Business segments (continued) E¥XK2E ()
Discontinued operation Continuing operations
RESEEE RREERE
Infrastructure
Manufacture and sale Property investment investment and Environmental
of timber products and development Securities trading operation protection investment Consolidated
HERBEANER NEREREE 2558 ERREREE RRRE &4
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
ZEBZF CBECF CBECE CBERCF CERSH CPPCF “RPSE “PRCEF CPRSE CEECF C"EBCSE CBECF
(restated) (restated)
(EH) ()
$000 §000 §000 §000 §000 $000 $000 §000 $000 §000 $000 $000
T T T T T T T T T T T T
Segment assets MEkE - 404526 302483 319,599 645 715 700,184 62,308 47,646 - 1,050958 787,148
Tnterest in associates and &2 ] Jt
jointly controlled entity 7+ 24 al f 4 - - 463833 463,565 - - 40174 964954 5401 - 98408 1428519
Unallocated assets A JMRLEE 90,38 102,181
Total assets aEE 2,069,604 2317848
Segment liabilities MK - 51,308 2837 3,500 - 10 55,707 40,306 61 - 58,605 95,124
Unallocated liabilities /it & & 1010603 1,269,734
Total labilities Baf 1,069,208 1,364,858
Capital expenditre ~ FNAEE L
incurred during BRRY
the year 136 2,216 2312 - - - 6,029 - 6,004 -

Geographical segments

The Group’s business participates in two principal economic
environments. Hong Kong and other parts of the PRC are the

major markets for the Group’s business.

In presenting information on the basis of geographical segments,
segment revenue is based on the geographical location of
customers. Segment assets and capital expenditure are based

on the geographical location of the assets.

BEDE

A LR ) 2 36055 B R R E R
BRBE o 7 o % v L Al b [ 7 A 4
(W EEN -

H 3 i S W L ORI - 0 T
A I i o S A7 B 2 e S R
FE N B B S I A% A T A M 3 s
BEHR



13.

SEGMENT REPORTING (continued)

Geographical segments (continued)

Revenue from external customers:

Hong Kong
Other parts of the PRC

Segment assets:

Hong Kong
Other parts of the PRC

Capital expenditure incurred

during the year:

Hong Kong
Other parts of the PRC

Notes on the Financial Statements 8 # 3% 3 Mt 5%
For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

SN PN

A i
T L A [

o
2
piy
it

B mh
)

] HL At b [

+=

ENELEZEARRN:

i
Hh I L A

. DEWE (4

wEDS®| (4)

BE_FFZAFES ZH =+ — HILFE (LUE B )

2003 2002
TE=F —BE-F
$7000 $000
Foc T L
4,552 55,935
79,061 205,114
83,613 261,049
2003 2002
—EE=F —EE-F
(restated)

G

$7000 $7000
T 7z Tz
266,179 327,810
1,803,425 1,990,038
2,069,604 2,317,848
2003 2002
TE=F —BE-F
$7000 $000
Foc T L
492 343
14,466 2,216
14,958 2,559
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Notes on the Financial Statements 81 % 3} & M 5%
For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

#BEFT=4F =1 — HIEFE (LG E)

14. FIXED ASSETS
(a) The Group
Cost or valuation: HAEMGE:
At 1 January 2003 RZF%=
i
Exchange adjustments 5t B 37 %
Additions NE
— through acquisition ~ — UK
of subsidiary WA )
- others -l
Disposals ik
- through disposal -ERLE
of subsidiaries WL
- others -l
Net deficit on EfhEREH
revaluation
At31 December 2003~ HEE=4
tZAZ+—H
Representing: afE:
Cost (note (g)) A (K aE(g)
Valuation - 2003 ffild-=%%=
(note (e) and (f)) (Wtatie) &(f)
Aggregate depreciation: Rt E:
At 1 January 2003 R-ZE=F
i
Exchange adjustments 5t [ 3 %
Through acquisition BRI
of subsidiary O A
Charge for the year AAE AT
Written back on disposal % B 4 I
Through disposal of & i
subsidiaries M A

At 31 December 2003

Net book value:
At 31 December 2003

At 31 December 2002

TH. BEEE

(a &AK
Motor
vehicles,
Leasehold electronic
improve-  equipment
Toll ments, and other
bridge furniture ~ fixed assets
ancillary Machinery and fixtures RE:
Toll facilities  Land and and  BENE  EFRMHE Construction Investment
bridge ~ WEFR  buildings  equipment £ FA REft inprogress  Sub-total  properties Total
KERR WERE IHREF HERRE R&%E EEEE HRIE M RENE 4%
$000 $7000 $000 $7000 $000 $7000 $000 $7000 $000 $7000
ft  fx & Fx  fx  Fx  FE  Fx Tk Fx
- - 476,596 352,516 9,245 50,031 1,316 889,704 232,601 1,122,305
(2,981) (78) - (1) - ®) - (3,068) - (3,068)
571,256 14,886 - 212 - 1,593 - 587,947 - 587,947
- 5,188 6,469 333 31 349 - 12,660 2,298 14,958
- - (360,462)  (351,078) (6,755) (49,547) (1,316)  (769,158) - (769,158)
- - (1,607) (159) - (234) - (2,000) - (2,000)
- - - - - - - - (17,635) (17,635)
568,275 19,996 120,996 1,823 2811 2,184 - 716,085 217,264 933,349
568,275 19,996 120,996 1,823 2811 2,184 - 716,085 2,341 718,426
- - - - - - - - 214,923 214,923
568,275 19,996 120,996 1,823 2811 2,184 - 716,085 217,264 933,349
- - 276,532 247,499 2823 32,340 1,027 560,221 - 560,221
0 - - - - ©) - (13) - 1)
1,340 34 - 151 - 1,315 - 2,840 - 2,840
4,017 2,554 3,291 2,461 246 709 - 13,278 - 13,278
- - (1,187) (127) - (111 - (1,425) - (1425)
- - (235,822) (248,547) (1,642) (32,635) (1,027) (519,673) - (519,673)
5,350 2,588 42,814 1,437 1427 1,612 - 55,228 - 55,208
562,925 17,408 78,182 386 1,384 512 - 660,857 217,264 878,121
- - 200,064 105,017 6,422 17,691 289 329,483 232,601 562,084




14.

FIXED ASSETS (continued)

(b)

The Company

Cost:

At 1 January 2003

Additions

Disposals

At 31 December 2003

Aggregate depreciation:

At 1 January 2003

Charge for the year
Written back on disposal

At 31 December 2003

Net book value:

At 31 December 2003

At 31 December 2002

BAE:

RoEEE

—H—H
WE

REFE:

Ji

=+ |1
[ 1y
puns QLY
[ [
-+

i

-+ |
[ 1%
o R
[
=+

Notes on the Financial Statements 8 # 3% 3 Mt 5%
For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

MEZBR=4E =) = F— H I (LB IT)

TH. BEE&EE (4)

al

(b) ¥ N

Machinery Furniture

Leasehold and and
improvements  equipment fixtures Motor

HEWE BER BHRER vehicles Total
% R %E RE wme
$7000 $000 $7000 $7000 $000
T T T T T

1,861 1,412 238 250 3,761

- 120 6 349 475
- (41) - - (41)

1,861 1,491 244 599 4,195

870 1,181 153 63 2,267

186 90 24 135 435
- 41) - - (41)
LMSE 12307198 266
805 261 67 401 1,534

991 231 85 187 1,494
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

14. FIXED ASSETS (continued)

() The analysis of net book value of properties is as

follows:

In the PRC el

Hong Kong: T
— Long leases —RIAEE

Other parts of the PRC: e [ H: Ath b [
— Medium leases —
— Long leases —RIAE

(d) At 31 December 2003, fixed assets of the Group included
a toll bridge and related ancillary facilities located in
Fuzhou, the PRC with an aggregate net book value of
$580,333,000 (2002: $Nil). The toll bridge is held by
Fuzhou Guang Min Road and Bridge Construction &
Development Company Limited (“FZGM”), a subsidiary
of the Group. FZGM was previously a jointly controlled
entity. Consolidation of FZGM commenced upon the
revision of the co-operative joint venture agreement in

May 2003 (note 16).

TH. BEEEE (4)

(o)

(d)

) 3 2 W T4 RO AT AN R
The Group
rEE

2003 2002
—2F=F —BE-F
$7000 $7000
Tt T
143,803 161,700
151,233 242,404
410 28,561
295,446 432,665

N _EE=ZFT A=+ —
H o A5 ) 2 [ R LG —
JAE A7 oI A N T 22k 2 A
1 Fe AH B BT B 5% e » B T I (L
8% 5 580,333,00000 ( —FE
TR ) o ACE AR R R AL
2 B 2> B A N Ok R B AR
R HEARAR ([
1) R o SR B AR R e 4 —
M &&EAROLREGm A %
FEZFENTABITEESEWH
RBEAAR M=+ -



Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

14. FIXED ASSETS (continued)

(e)

U]

(g)

Investment properties of the Group situated in Hong
Kong were revalued at 31 December 2003 by RHL
Appraisal Ltd., who have among their staff Associates
of Hong Kong Institute of Surveyors, on an open market
value basis calculated by reference to net rental income
allowing for reversionary income potential. The
revaluation deficit of $15,850,000 has been charged to
the consolidated profit and loss account. The carrying
value of the investment properties at 31 December 2003

is $72,000,000.

Investment properties of the Group situated in the PRC
held on medium leases were revalued at 31 December
2003 by RHL Appraisal Ltd. on an open market value
basis calculated by reference to net rental income
allowing for reversionary income potential. The
revaluation deficit of $1,785,000 has been charged to
the consolidated profit and loss account. The carrying
value of the investment properties at 31 December 2003
is $142,923,000.

The other investment property situated in the PRC held
on medium lease was not revalued as at 31 December
2003 by independent professional valuers since the
directors considered that any surplus or deficit on
revaluation will not be significant to the Group and the
costs involved would outweigh the benefits. The
investment property is stated in the financial statements
at its cost of $2,341,000.

TH. BEEEE (4)

(e)

(f)

(g)

AR B R B s 2 B W) S
RN FE=F+ A=+
— H Ak R AT S B AR
N (CHod B T J 7 s 0
B e 5) R A A W]
e RS W ATEIE 22
BA T (E A7 Al o AL R 4B
15,850,0007C £ ¢ %5 £ 18 45 &
IR —FE=AETH
=t —H Gy E R
{H £72,000,0007C °

AEBEA R PR PHEE
FazREwECR 2%
SHEF A=+ —H B KR
7 W AE B A BR A A AR BE R
AT 35 8T B I I R A i A
1M wH 55 2 25 BT (E AT E A
Al 5 18 1,785,000 7T B ¢ %
G RPMBR R EF =
E+ZH=Z+—H kB EY
2 7 AR T {H 4% 142,923,0007T

S TE 3 RE A 59 — S R
DL I B R s 2 G W ¥
e e e e el e
HZ B &GS EEEAE
I SIf7 v R R B I B E AR W
B2z A g H AR 55 T
% & % DL AL AR 2,341,000
TOTE B % P 5 AR o
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

14. FIXED ASSETS (continued)

(h)

The Group leases out investment properties and land
and buildings under operating leases. The leases typically
run for an initial period of one to ten years, with an
option to renew the lease after that date at which time

all terms are renegotiated.

The gross carrying amounts of investment properties of
the Group held for use in operating leases were
$217,264,000 (2002: $230,260,000). The gross carrying
amounts of land and buildings of the Group held for use
were $56,330,000 (2002:
$56,330,000), the related accumulated depreciation
charges were $6,328,000 (2002: $5,310,000) and the

in operating leases

related accumulated impairment loss was $15,000,000
(2002: $15,000,000).

The Group’s total future minimum lease payments under
non-cancellable operating leases are receivable as

follows:

Within 1 year — 4R
After 1 year but within 5 years —HEZBBEHAEN
After 5 years T

TH. BEE&EE (4)

(h)

A S AR 4 A A B A A
B N b B e A
B2 EMEAR B R —
AR S AT R AR A T IR
JIt AT A6k BK5H & KT R T o

AL BT R A DLAR RS EAR
KBz ZEYWHEZ RE A
B 5217,264,00000 (—EE
4F1230,260,0007C) A< 45 3] Jif
BAURBL&EHAOMH DL Z
dodb T 2N A A
56,330,0000C ( & & —4F:
56,330,00070) ;A B 2 BFEHT
£ 14 6,328,0000C ( ~EFEE
4:5,310,0007T) ; A B Z 25
FE48 548 7% 15,000,0000T (—
Z & Z4F 115,000,00000) ©

A 4R AR R AN W] R AE R

2 MWK AR B -
2003 2002
—g¥=% =-%T=%
$000 $7000
T T
11,322 6,425
7,658 3,293
307 400
19,287 10,118




GOODWILL

Cost:

At 1 January 2003
Addition through acquisition of subsidiary

At 31 December 2003

Accumulated amortisation:

At 1 January 2003

Amortisation for the year

At 31 December 2003

Carrying amount:

At 31 December 2003

At 31 December 2002

Positive goodwill represents the excess of FZGM’s carrying
value on the Group over the Group’s share of the fair value of
the identifiable assets and liabilities at the date of revision of
co-operative joint venture agreement (note 16). Positive goodwill
mainly arose from the additional investment of $50 million

during the year less accumulated amortisation of the investment

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

MEZBR=4E =) = F— H I (LB IT)

+H. B8

B AN fE:

R =4~ —H
7% L AL I R R % D 8

ROFFEZE A=A

R e

JI— S e
A A 5

e L Y

BOEFE T A=A

cost in the jointly controlled entity up to May 2003 of $23  Jte

million.

The Group
AEE

Positive goodwill

ER#
$7000
T

27,518

26,715

1F 7 28 48 A 42 [ 5 A O P A 2 R T
A AR IMERT A 1R A s R (s )
HHIE R EERARKZ A REHRZ
FFH E R E AR B FENIEZ BIMEE
50,000,0007C W K A E AR EHRE —FF =
FRA 2 BE AR 2 B 523,000,000

Positive goodwill is amortised to the consolidated profit and  1E 2 1E 45 AR RN M E MK T4

loss account on a straight-line basis over 20 years.

TR
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

#BEFT=4F =1 — HIEFE (LG E)

16.

INTEREST IN SUBSIDIARIES

Unlisted shares/capital
contributions, at cost

Amounts due from subsidiaries

Less: Impairment losses

Amounts due to subsidiaries

TR HWEBARER

by dE
oA E
JFE 5 S 2 ] B I

98 FE R 1R

T

B ASF i Ja > ) i

U

A

Amounts due from/(to) subsidiaries are unsecured, interest free

and not expected to be settled within one year.

The following list contains only the particulars of subsidiaries

which principally affected the results, assets or liabilities of

the Group. The class of shares held is ordinary unless otherwise

stated.

The Company

¥/

2003 2002
—EE=F —EE_F
$7000 $7000
For Fr
503,660 751,077
1,734,519 2,187,766
2,238,179 2,938,843
(1,485,083) (2,106,000)
753,096 832,843
(200,990) (206,113)
552,106 626,730

JE WS, (HEAT) B 2 m) 3K I 2 e 41K
i S B R TR S — 4 R

DU E 51 35 A 4R B 36 5 B i A
R B T 5 B 2 W DA 2 R R < B
T3 AT RE I AN > i R AR 1 5 3 2 o
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

INTEREST IN SUBSIDIARIES (continued)

MEZBR=4E =) = F— H I (LB IT)

Proportion of ownership interest

Place of BAEEERLH

establishment/ Particulars of Group’s held by held by

incorporation issued and paid effective the the
and operation up capital interest Company  subsidiaries Principal
Name of company B/ R AR L ERETR FEEz HBALAT HKHELT activity
DAER REEHE BERAER  ERES BH =] FEREK
FZGM * PRC RMB182,975,000 Notes - Notes Development,
o B B A ¢ PR AR %182,975,00070 i3 M7t construction,
operation and
maintenance of
a toll bridge
B R A
B A R
On Land Limited Hong Kong 2 shares of $1 each 100% - 100% Property
FfH R F 2 45 1 T (6 investment
1t i B g
Sino Villa Holdings British Virgin 1 share of US$1 100% 100% - Property
Limited Islands (“BVI”)/ investment
PRC IESI8

KRGS/ 1B 5 M (A
i B¢
# Registered under the laws of the PRC as sino-foreign joint # TRAIE o [ 3% 7 5 1 2 A0 6 B 1B
venture. % °

During the year, the Company disposed of its indirectly held

77.12% interest in SETI (note 12).

AN AR A LA SR R A ] 2
FAZ77.12% % (s + =)
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#BEFT=4F =1 — HIEFE (LG E)

16.  INTEREST IN SUBSIDIARIES (continued) TR MWEARER (4)
Notes: it
(a) Pursuant to the original co-operative joint venture agreement, (a) HRYE 5 5 1 & 1E & 8 1wk ot i

FZGM was established under the laws of the PRC to develop,
construct, operate and maintain a toll bridge and a toll road
and related facilities in Fuzhou, the PRC. Greenway Venture
Limited (“Greenway”), a subsidiary of the Company and the
foreign joint venture partner of FZGM, is committed to
contribute the full amount of the total development and
construction costs whilst & /1 B %% [ [ 47 ¥ 7€ 8 A7 BR 23 7]
(“the PRC joint venture partner”) will contribute the relevant
toll road and toll bridge rights. The Group owns an 80% equity
interest in Greenway.

Under the original joint venture agreement and the Articles of
Association of FZGM, neither the Group nor the PRC joint
venture partner has the required number of representatives in
FZGM’s board of directors in order for either one of them to
control FZGM. In view of the above, FZGM was considered to
be a jointly controlled entity.

In 1999, the construction work of the toll road was suspended
as a result of a change in project plan. In view of this change
in project plan, the Group negotiated new terms of the co-
operation with the PRC joint venture partner. On 26 May 2003,
Greenway entered into a revised co-operative joint venture
agreement with the PRC joint venture partner. Pursuant to the
revised co-operative joint venture agreement, Greenway controls
80% of the composition of FZGM’s board of directors.
Accordingly, the investment in FZGM was accounted for in
the financial statements under the equity method up to 25 May
2003 and it has been consolidated into the financial statements
thereafter.

Net profit (after payment of an agreed sum ranging from
RMB600,000 to RMB2,500,000 annually to the PRC joint
venture partner) of FZGM should first be applied for the
repayment of capital and advances made by Greenway. After
the capital and advances made by Greenway have been fully
repaid, the net profit of FZGM (after payment of an agreed
sum to the PRC joint venture partner mentioned above) is to
be shared by Greenway and the PRC joint venture partner on a
90:10 basis.

e A 5 AR 9 o BRI ST 0 LA B
B R ML P AR
I T 22— AR e A RR B i N
B AR Bl Bt o A 22 ® 2 B8 2 7
oL B BRSNS B RS
Greenway Venture Limited
([ Greenway] ) 7K 3 1T A 2 %8 8%
Joe B 3 JRAS > T A M BH 2 I
FEEBEARAA ([HITEE
A1) RITEACH BH W A HE
Fl o A 4 B £5 47 Greenway 80% /1%
fiE o

R O 1 B A RS 10 5 4R 5 7 T
ERE T Sy RN UV
T EB RO 2 H ke
B R ME 2 AR fH A —
7 RE 3O 1 B A A7 60 752 R A - 0
T b S A > St B B R R A —

2 2 o

A= UL B R B H FHE 2
OB W N B 2 d R DR
157 1k o A M TE H R E phs > A R
9] 3% B b 7 8 AR R Y A AE
BeFOEATHER R R E =N
A =+ 75 H > Greenway5 # J7 &
BYRAET LRETAEESE W
% o 95 I > Greenway fiE £ il O 4
2 G AL 2 80% © PRI » JA Fif
HREN - EE AT 2 RE L
MR ETRAEZE ZT =4FHH
THB &I KBRS ARHE -

I B AT 2 R R (FF AR AT
7 A R ¥ 600,00000 & A R ¥
2,500,0007C 2 1 5 5K H T 1 7 &
BYEE) BE LR EE
Greenway Tl i 2 & A Jo ¥z o
TE 22 B fE % Greenway B i 2 &
A B BGR A% G I AT 2 TR R
(FE 0 b 37 2k i 32 A T 2 3 I
THHFAEBMERE) & H
Greenway J H 5 A & $% t£4%90:10
Z H A5y o
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

INTEREST IN ASSOCIATES T+t BEATES
The Group The Company
rE AT
2003 2002 2003 2002
—RT=F -TE-F -FBZF ZBB-F
(restated)
(EH)
$°000 $000 $000 $000
T For For F
Unlisted shares, at cost I b A H A - - 432,085 432,085
Share of net assets JEAG G AR 467,781 418,025 - -
Negative goodwill EREE (26,287) - - -
Amounts due from associates JRE WAL B 2 ) 3K R 486,914 486,909 486,937 486,909
928,408 904,934 919,022 918,994
Less: Impairment losses B FEAR R - - (266,503) (266,503)
928,408 904,934 652,519 652,491
Amounts due from associates are unsecured, interest free and JRE T B 455 ) B B R A B

not expected to be settled within one year.

FR f — AF R R -

The following list contains only the particulars of associates, DL A 50 3 A AR 2 A el E
all of which are unlisted corporate entities, which principally B g AR (B b

affected the results or assets of the Group.

EEHE) EHe
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

17.

INTEREST IN ASSOCIATES (continued)

T+t BEATERS ()

Proportion of ownership interest

BEREERLL D
Form of Place of Group’s held by held by
business incorporation effective the the
structure and operation interest Company  subsidiaries Principal

Name of company EBEE MR HEAKE mMAAE HRHEAE activity

DAER #E Lewd BERESR BH BH TERE

Hong Kong Shanghai Incorporated Western 25% 25% - Investment
Development Co Ltd. Rl g Samoa/PRC holding
(“HK Shanghai”) (note i) [ T4 BB

HEERAMAH i
(MWEEEERE ) (Mfati)

Newton Industrial Limited Incorporated BVI/PRC 44.12% 44.12% - Investment
(“Newton”) (note ii) FE A SE KEEAHE,/ holding
(Wt 7tii) i HER M

Dow’s Infrastructure Incorporated Hong Kong - 50% Investment
(Shunde) Limited ALy itk holding
(“Dow’s”) (note iii) BB
(Wfitiii)

Notes: it

(i) HK Shanghai holds an 99% equity interest in Shanghai Gang (i) WIER A LB kER b EA

Hu Properties Co., Ltd., a sino-foreign joint venture established =S/ I Gl 1 D R A L
in the PRC which is engaged in property development in the HEAE) 9% AN 2 %A
PRC. 7 v AR S 5 b E B IR o
(ii) Newton holds an 34% equity interest in Shenzhen Mawan Power (ii) Newton$F 47 ¥ Yl 455 % 78 11 A7 BR A
Company Limited, a sino-foreign joint venture established in Al (— R B RO 2 PO A
the PRC which currently operates two power plants in 4 3E) 349% A HE £ > 7% 2N 7 BLIRF
Shenzhen, the PRC. TE HH I R I A6 7 g ] R
(iii)  Dow’s holds an 100% equity interest in JIF £ 7 JIE i 37 3% %5 75 (iii)  Dow’s#F A IE 7% 7 I 58 B K 3 7R

i PR 7], a foreign investment enterprise established in the
PRC which is currently constructing a waste-to-energy power
plant in Shunde, the PRC.

AR T (— [ R B AL ST 2 4
B 2E) 100% B A HE 5 > 3% A BL
W 7 A [ B T A A R % TR
Wik -



17. INTEREST IN ASSOCIATES (continued)

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

T+t BEATERS (4

(a) Additional combined financial information in respect of

the Group’s associates is given as follows:

(i)

Operating results

Turnover
Depreciation
Profit before taxation

Profit after taxation

Group’s share of profits
after taxation for the year
attributable to associates

Group’s share of (deficit)/
surplus on revaluation

of investment properties

Balance sheet

Non-current assets
Current assets
Current liabilities
Non-current liabilities

Minority interests

Net assets

Group’s share of net assets

attributable to associates

(i)

B
iy
5
far

B
e

PR B i 2 A1
PR B A% 2 A1

AL B PTG E AR 2
AR AF B R BLAR 4 1

A% 55 B P A BB 3
mAG (B5H) /&R

BEAME

FE G E
B
M FH
R E A
B 4

HE

A% 4 B At Wt
AR ZEEFE

A Bl A 4 1 W O R 2 A

& UF B E R T

2003 2002

— 5 — 2
(restated)

(E )

$7000 $7000

Tz T
64,274 127,699

74 140

270,715 260,343
239,824 211,159
96,555 90,765
(13,322) 61
3,157,243 3,115,836
44,177 40,667
(64,031) (198,789)
(2,114,785) (2,039,922)
(10,965) (10,992)
1,011,639 906,800
467,781 418,025
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

#BEFT=4F =1 — HIEFE (LG E)

18.

19.

INTEREST IN JOINTLY CONTROLLED ENTITY +N. EEQTER
2003 2002
—2F=F —FE-F
$000 $000
SN SN
Share of net assets FP A & 7 - 182,166
Amount due from jointly controlled entity FE WA 8 2 7 3KE - 361,381
Less: Amortisation I B - (19,962)
- 523,585

The amount due from jointly controlled entity was unsecured,

interest-free and not expected to be settled within one year.

Upon the revision of the co-operative joint venture agreement
in May 2003, the investment in FZGM has been accounted for

as a consolidated subsidiary in the financial statements (note

16).

OTHER FINANCIAL ASSETS

Listed equity securities Bk bR A S
in Hong Kong (note (a)) (Htit(a)
Unlisted equity securities bR AE S
— in Hong Kong (note (b)) — s (Watm)
— outside Hong Kong (note (c)) — W DLA o
(Btit(c))
Market value of listed equity b A E 5
securities Z e

JRE WS 7 2 ) AR OOE 2y A~ S0 B
WA G — 4R EE-

AR EHETHETAESE W
AR - TE G B B AG 2 BUE TR BB i
TINAE Ly AR A B 2 AR (B AT+

7N) e

tTh Rt BEE

The Group The Company
AEE ADT

2003 2002 2003 2002
—RF=F ZTE-F -TBZF ZBB-F
$7000 $7000 $7000 $000
T T T T
32,813 62,308 - -
- 2,045 - 2,045
13,649 16,947 13,649 13,649
46,462 81,300 13,649 15,694
30,989 27,647 - -




19. OTHER FINANCIAL ASSETS (continued)

Notes:

(a)

(b)

(c)

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

Listed equity securities in Hong Kong represent an

approximately 10% equity interest in Hong Kong Construction
(Holdings) Limited (“HK Construction”). The directors are of

the opinion that the Group holds such interest in HK

Construction on a continuing basis for strategic reasons.

Unlisted equity securities
in Hong Kong

Investments, at cost
Amount due from investee

Less: Provision

The amount due from investee was unsecured, interest free

and not expected to be settled within one year.

Unlisted equity securities
outside Hong Kong

Investments, at cost

Th. HttBBEE 4)
it
(a) s b T A BB I 8 R s R
(FERE) ARRA A (T FBEE])
K110% 2 FEAHE 5 - 8 F B Iy ALk
9] 7% 5 7 SR ek M R T 4% 4 4
MEREA b A s A R M £
The Group The Company
TEE b NG|
2003 2002 2003 2002
—BE=H -3 ;3 —B2=H —B2C-F
$000 $000 $000 $000
FIL F L FIL Tt
EBELTRAZS
& e A E - 8,420 - 8,145
JE Wi 322 37 B & & #OR - 19,500 - -
T B - (25,875) - (6,100)
- 2,045 - 2,045
JE i 42 7 B B KOy M
o B I TS % — 4R R R -
The Group The Company
rEE ¥ YN
2003 2002 2003 2002
—EE=F —EEC-F 22=F —EEC-F
$000 $000 $000 $'000
T TIr Toc T
EBUNEE LS
BAEZES
HBOE > 4% A E 13,649 16,947 13,649 13,649
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Notes on the Financial Statements B %% ¥ 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

20. INVENTORIES

Raw materials JERE
Work in progress TE & i
Finished goods B R

Included in raw materials and finished goods as at 31 December
2002 were inventories $40,826,000, stated net of a general
provision, made in order to state these inventories at the lower

of their cost and estimated net realisable value.

—+. %78

The Group

rEHE
2003 2002
—BB=F —%E-F
$°000 $°000
For For
- 24,834
- 5,495
- 15,992
- 46,321

CEECEF A=+ —HZEER
Jo BB A TE AS AN B — B 2
40,826,0007C £+ & » B AE B W] 4% i
A AH B Al w7 8 BUIEE W & T 2R
&5 R
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Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

DEBTORS, OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

The amounts are expected to be recovered within one year
except for deposits of $2,400,000 (2002: $2,400,000) which

are expected to be recovered after more than one year.

Included in debtors, other receivables, deposits and prepayments
are trade debtors (net of provisions for bad and doubtful debts)

with the following ageing analysis:

Current il
1 to 6 months overdue i — =N A
More than 12 months overdue ping: G CE i e e [ |

Trade debtors at 31 December 2003 represent toll bridge revenue
collected by a management company on behalf of the Group.

The amount is settled on a monthly basis.

Trade debtors at 31 December 2002 represent receivables from
customers of the Timber Segment. Debts are usually due within

30 days from the date of billing.

=1

FEWIRR At BERRE - EER
BN RE

TE 51 5% 58 & B 0] R — 4 N i > HE
2,400,0007T ( =& & 4 : 2,400,000
JG) Z 3RS NN — R UK
[E]o

JRE WA B 3~ KL At R WSO I~ % & e
A EE L4 B 5 IR (2 41 BR R R
B4 > JLIRE A Hran

The Group
rE

2003 2002
—FB=F —%TEB-F
$7000 $7000
T T
3,630 18,469
- 35,363
- 2,060
3,630 55,892

ROEFSEF AT H2R
S5 W BB — 4 20 1A 9 g
2 e B R A - 47 B ST A
fi<

RN EFECFET A= HZHE
by W8 AR M 2T & P 2 Bk
FRTH o MR — MR BH 85 AR B H R S
=T HRE -
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

22. CASH AND CASH EQUIVALENTS

Deposits with bank
Cash at bank and in hand

23. BANK LOANS

T BERBEEEEY

The Group The Company
AEH b N

2003 2002 2003 2002
—2%=F -%T-F -BE=F =-BB-F
$7000 $000 $000 $°000
F Foc Fc FIc
AT - 67,171 - 67,171
SRAT & B M Bl & 164,115 59,876 83,713 26,154
164,115 127,047 83,713 93,325

T BITER

At 31 December 2003, the bank loans were repayable as follows:

Within 1 year or on demand

After 1 year but within 2 years
After 2 years but within 5 years
After 5 years

122

ANCER =A==+ R84
BRI T 5 1 A T

The Group The Company
E KAT

2003 2002 2003 2002
—EE=§ CZEEC-HF CZEE=HF CZEEC-F
$000 $000 $000 $000
For For For Fir
— AF A B R B OK 88,037 417,738 83,800 70,000
— AR H AN 8,459 - - -
R AN 36,632 50,800 - 50,800
HAER 232,166 - - -
277,257 50,800 - 50,800
365,294 468,538 83,800 120,800




23.

24.

25.

Notes on the Financial Statements 8 # 3% 3 Mt 5%
For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

HEZFZTZAFEFZH=1F—HIEFE (L# )
BANK LOANS (continued) St RITER ()
At 31 December 2003, the bank loans were secured as follows: NEEZHEATTH =+ —H AT
A AR DL A AR
The Group The Company
V¥ 3 NN
2003 2002 2003 2002
—2E=-fF CZER-F C"BE=Ff C"EBRC-F
$000 $000 $000 $000
T 7c T T 7c T
Bank loans RATHEK
— secured — A 54 365,294 161,791 83,800 120,800
— unsecured — A 4 - 306,747 - -
365,294 468,538 83,800 120,800
Certain banking facilities of the Group are secured by toll bridge A AR B 2 FR A SR AT Rl B DA A R
revenue, bank deposits, mortgages on land and buildings and WA~ SRATAF B L o R AR 4R
first floating charges on certain assets of the Group. Such B T S 2 58— T B A se /R4
banking facilities, amounting to $522,244,000 (2002: R ZEEZFE =+ —H bk
$194,991,000), were utilised to the extent of $365,294,000 522,244,0000C ( — F F — 4
(2002: $161,791,000) at 31 December 2003. 194,991,0007C) Z 47 /& & By
365,294,000 ( — & & — 4
161,791,0007C) -
Unsecured bank loans in 2002 amounting to $306,747,000 were TEEZ TF S 9306,747,0000C 2
guaranteed by the ultimate holding company of the Group. FEAERAT 3T A B 2 B H
&2\ A B A R
LOAN FROM ASSOCIATE Zth BELATER
The loan from associate was unsecured, interest bearing at 3.7% T 8 N ) B K A B K A - i AR R
per annum and repaid during the year. 3.7%F B KO R FNEE-
AMOUNT DUE TO MINORITY SHAREHOLDER ZtE BN BRERRIE
The amount is unsecured, interest free and repayable within A B EE By SRR R R — 4

one year.

NKg s
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

26.

27.

CREDITORS, OTHER PAYABLES AND ACCRUED
EXPENSES

Included in creditors, other payables and accrued expenses are

trade creditors with the following ageing analysis:

Due within 1 month or on demand

Due after 1 month but within 3 months

LOANS FROM AND AMOUNT DUE TO ULTIMATE
HOLDING COMPANY

(a)

(b)

(c)

Loans from ultimate holding company

The loans are unsecured, interest bearing at 2.46% to
5.75% per annum (2002: 3.8% to 7.5% per annum) and
not expected to be settled within one year. The interest
rates are generally based on Hong Kong Interbank
Offering Rate or London Interbank Offering Rate plus
1.25% to 2%.

Amount due to ultimate holding company

The amount due to ultimate holding company is

unsecured, interest free and not expected to be settled

within one year.

Continuous financial support

The ultimate holding company has given an undertaking

to provide the Company with adequate financial support.

StA BNERR HMEMRERES

A

R ARK B 3 ~ JFC At B AT 3 T I E T
BIE B 5 W JLUR B ) A dn -

— I H 0 E ] e EER
— 8 E A8 = A8 A A E A

The Group
rEHE

2003 2002
—EE=F —EECF
$7000 $000
Tt T L
- 11,933
- 8,102
- 20,035

Tttt RRERLAFAERREMRLE
B2 FARE

(a)

(b)

(c)

RRERDAERK

I AT R Ay KA 9% AR OB R
246% % 5.75% ( FE
ERNFR38%ET7.5%) w8 K TE
B g R — 4 R - R —
M s AR AT ) ZE R B 8w
FRAITFEEREMN1.25%%
2% 5T o

EA&AERAARE

R AT i A 2 B 2 ) IR I
R B R AN & ik — 4R
A5 3 o

FEMBXE

R PERCA R B K& T AR
2% ) R ) B A S S AR
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29.

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

OTHER LOANS TN HtERK
The other loans are unsecured, interest free and not expected to HoAth 83K 2y SRR S 2 L B R €
be settled within one year. R — A R R

INCOME TAX IN THE BALANCE SHEET th EEEBRZAEH

(a) Current taxation in the balance sheet represents: (a) EERBXRFTHNGEHEES:

The Group
xE
2003 2002
—2®=% —2P-%
$000 $000
T T

Provision for the PRC income tax A Fp B T A5 B B

for the year 4,305 974
Provisional tax paid B A5 78 SR (1,114) (943)
3,191 31
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#E FEEZAES )] = — HIEFEE (LK)

29. INCOME TAX IN THE BALANCE SHEET (continued) th EEEBRZABH &)
(b)  Deferred tax liabilities recognised: (b) CECERIECHEERE
The Group rE

The components of deferred tax liabilities recognised in
the consolidated balance sheet and the movements during

the year are as follows:

Depreciation

allowances in excess

fﬁﬁqﬂﬁ\.m HE A AR
[ ST RSN S E
@J”ﬁ%ﬁm\i

of related
depreciation Revaluation
Deferred tax arising from: BEEETEZ of properties Total
EERERE: TERAHE NMEERL BE
$000 $000 $000
i i i

At 1 January 2002 it <t F
— as previously reported — i 2 - - -
— prior period adjustments — BT AR - 19,410 19,410
— as restated -BER - 19,410 19,410
Charged to consolidated e ABEEED

profit and loss account il - 126 126
At 31 December 2002 (restated) NEEET A

=+—H(ER - 19,536 19,536

At 1 January 2003 REoEE=ZF——H
— as previously reported — i 2 - - -
— prior period adjustments — BT AR - 19,536 19,536
— as restated -DEE - 19,536 19,536
Charged/(credited) to consolidated RéaBBEF PG/

profit and loss account (FFA) A HEER 206 (589) (383)
At 31 December 2003 S

+ZA=+—H 206 18,947 19,153
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30.

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

INCOME TAX IN THE BALANCE SHEET (continued)

(c) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in
respect of tax losses of $24,007,000 (2002: 26,522,000).

The tax losses do not expire under current tax legislation.

EQUITY COMPENSATION BENEFITS

The Company has a share option scheme which was adopted on
26 May 2003 whereby the directors of the Company are
authorised, at their discretion, to invite employees of the Group,
including directors of any company in the Group, to take up
options to subscribe for shares of the Company. The exercise
price of options is the highest of the nominal value of the
shares, the closing price of the shares on the The Stock
Exchange of Hong Kong Limited (“the Stock Exchange”) on
the date of grant and the average closing price of the shares on
the Stock Exchange for the five business days immediately
preceding the date of grant. The options are exercisable six
months (or a later date as determined by the directors of the
Company) after the date on which the options are granted for a
period up to ten years or 25 May 2013, whichever is earlier.
Each option gives the holder the right to subscribe for one

share.

Zth BEREBERZAEH (4)

(c) FREREEHREBEEE

A4 H I M Rk BB s HH
24,007,0007C ( =& & — 4
26,522,00070 ) i 73 5 4L Bl 16
R o R BT BB - b
it o TE e 15 107 4 1 JBE I BR

A BR 5 12 A

AN R BAT — A PR R R
FEZAFADLA A ANHRB L
AR ) AR T Y AV R S A AR
H R B (A AT AT A 2~ Rl 2
) AR AT RS AR A A A 2
1R o A OB 5 B0y T (L BBC A A 4R
HO7E 7 s W& 58 o I AT BR & )
(THR S BT ] ) 2 Wit A8 sl ey B 4
t I A S TR g S B 2
P (DL 2 2 ) - B HE B
P B AR R A Ak R AT
MAERREFREETFERE %
—=AERHA R E IR (DR E
He) o i M M BRI T L R AN R
— e B 4y HE A o
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFFE=AF 2 H =+ — HIEFEE (L a5

30. EQUITY COMPENSATION BENEFITS (continued)

(a) Movement in share options

=t BRABEEEAN &)

a) BEEZ2D

2003 2002

—EE=F —EECF

Number Number

£ = 2B

At 1 January w—H—H 2,000,000 11,343,900

Lapsed o RAL (2,000,000) (9,343,900)

Issued S 109,400,000 -

At 31 December AT _H=+—H 109,400,000 2,000,000
Options vested at 31 December W+ —_HA=+—H

R B I RE - 2,000,000

(b) Terms of unexpired and unexercised share options at

balance sheet date

Date granted
REBH

Exercise period

TS

1 November 1997
ALt H

1 May 1998 to 29 September 2003
—“RANANELA B E
“EREZEAA AN

29 September 2003
SEESEAA A

29 March 2004 to 25 May 2013
SEFWESACPARE
CESEEA TN

(b) REFEAEMKRIBREKRT

£ 2 B8 IR 1 2 fR K
Exercise price 2003 2002
TR —BF=F  -BEB-F
Number Number
8B %A
$2.23 - 2,000,000
2.237C
$0.296 109,400,000 -
0.2967C
109,400,000 2,000,000




Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

30. EQUITY COMPENSATION BENEFITS (continued) =t RBRAEBEERN &)

(¢)  Details of share options granted during the year, all (c) FRERHBRE (HRZH

of which were granted for nominal consideration ARERY) #1585
2003 2002
—2B=F —TE-F
Exercise period Exercise price Number Number
TS TEE B B
29 March 2004 to 25 May 2013 $0.296 109,400,000 -

CEZRNME=ZA TR E 0.2967C

R -EZHERA - +IHH

31. SHARE CAPITAL - BRA
2003 2002
—EEC=F —EECF
No. of No. of
shares shares
B & B &
"000 $7000 "000 $000
it e i T
Authorised: EE:
Ordinary shares B JR T {40.107T
of $0.10 each 2 i 5,000,000 500,000 5,000,000 500,000
Issued and fully paid: ERTREHHE:
At 1 January and B—H—HxK
31 December t+ZA=+—H 2,548,312 254,831 2,548,312 254,831
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
#E FEEZAES )] = — HIEFEE (LK)

32. RESERVES

(a) The Group

At [ January 2002
- as previously reported
- prior period adjustments in respect
of deferred tax (note 11)

- as restated

Share of exchange reserves of associates
Exchange differences on translation
of financial statements of subsidiaries,
associates and jointly controlled entity

Profit for the year (as restated)

At 31 December 2002

At [ January 2003
- as previously reported
— prior period adjustments in respect

of deferred tax (note 11)

- as restated

Share of exchange reserves of associates
Exchange differences on translation
of financial statements of subsidiaries,
associates and jointly controlled entity
Exchange reserves realised on disposal
of subsidiaries

Profit for the year

At 31 December 2003

A _FE 1R

fWW%ﬁ

~HBEEBIE L i
(Bat—)

-CER

Bl B AL
BAMELR HELT
RABATMTRARL
ZENER
KEERA (E TR

RoZEZEFZHZ4-1

RoFEZE— A

- i 2

R LA
(it

-CEH
I 16 B O S o
WAREAR BEAT
REAAMBREEE
ZERER
i PP T L
AEFRA

CAFZFEAZE-R

ST B
(@) &K%
Reserve/
(goodwill) Exchange Revaluation
arising on  differences Capital reserve
consolidation arisingon  redemption  of land and
Share SABE  translation reserve buildings  Accumulated
premium  E4£2fHE BREELZ X tHRET losses Total
RHERE  /(H8) EXZE  WORKE ZEfRE  RHER g
$000 $000 $000 $000 $:000 $000 $000
T T i T T i T
2,817,279 71,307 4,207 70 143 (2,171,666) 727,440
- (19,130) - - - (16,596) (35,726)
2,817,079 8,171 4207 70 M3 (2,188,262) 691,714
- - (1.377) - - - (1377)
- - (76) - - - (76)
- - - - - 1,009 1,009
2,817,079 8,171 2,754 70 143 (2,187,253) 691,270
2,817,279 71,307 2,754 70 143 (2,164,893) 732,760
- (19,130) - - - (22,360) (41,490)
2,817,279 58,177 2,754 70 143 (2,187,253) 691,270
- - (904) - - - (904)
- - (1,020) - - - (1,020)
- - (618) - - (618)
- - - - - 56,837 56,837
2,817,279 58,171 212 70 143 (2,130,416) 745,565
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Notes on the Financial Statements 8 # 3% 3 Mt 5%
For the year ended 31 December 2003 (Expressed in Hong Kong dollars)

RESERVES (continued)

(a)

()

(i)

The Group (continued)

Accumulated losses of the Group can be analysed as

follows:

Company and its subsidiaries AN T T H )
Associates it & 2 )
Jointly controlled entity - T

The application of the share premium account is
governed by Section 48B of the Hong Kong Companies

Ordinance.

The exchange reserves and revaluation reserves have
been set up and will be dealt with in accordance with
the accounting policies adopted for foreign currency

translation and the revaluation of investment properties.

MEZBR=4E =) = F— H I (LB IT)

=tI. RE (A

(a) ZA&&KBE (&H)

AL 2 BT E R ATE

2003 2002

—2B=F —TE-F

(restated)

(E#H)

$°000 $7000

T T

2l (2,072,965) (2,120,671)
(57,451) (76,416)

- 9,834

(2,130,416) (2,187,253)

() BN AN
J\BAG RS I 103 vai B AR
Z e

Gi)  FE S0 R A o Ak R A
P8R T 3 AR 9 A
Wi L EARED
EFTR N 2 &R EUR
Jigt B o
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
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32.  RESERVES (continued) St e ()
(b)  The Company (b) AT
Capital
redemption
Share reserve  Accumulated
premium - losses Total
REE B 7 2EER BE
$°000 $1000 $1000 $7000
T FIL FIL T
At 1 January 2002 RZEE_HF—H—H 2,817,279 70 (2,306,621) 510,728
Loss for the year AU - - (37,648) (37,648)
At 31 December 2002 NZFEAE
+ZA=+—H 2,817,279 70 (2,344,269) 473,080
At 1 January 2003 M_FEF=FE—-H—H 2,817,279 70 (2,344,269) 473,080
Loss for the year AR G4 - - (37,600) (37,600)
At 31 December 2003 i S
+-A=+—H 2,817,279 70 (2,381,869) 435,480

The application of the share premium account is
governed by Section 48B of the Hong Kong Companies

Ordinance.

The aggregate amount of reserves available for
distribution to shareholders of the Company at 31
December 2003 was $Nil (2002: $Nil).

At 2 m G 58 Y - A BAR KR

I v 1B MR 2 RO

N oEE=FE+ A=+
H > A2\ =) Slf 48 A] 43 BiE 7 A 2
R EH (T F A
) o
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For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

32. RESERVES (continued)

()

On 5 January 2004, the Company announced its intention
to put forward a proposal for the reduction of the
Company’s share premium account by the sum of
$2,372,172,824 (i.e. accumulated losses of the Company
as at 30 September 2003) and the application of the
same amount of credit arising from such reduction
towards the elimination of the accumulated losses of
the Company. The reduction of share premium account,
approved by the shareholders at the extraordinary general
meeting held on 2 February 2004, was confirmed by an
order made by the High Court of Hong Kong (“the
Court”) on 2 March 2004 and became effective upon
registration of the said order by the Registrar of
Companies in Hong Kong on the same date.

To safeguard the interests of the Company’s creditors,
the Company undertakes to the Court to create a special
reserve upon the reduction of share premium account
on the terms set out below:

(1) that for so long as there shall remain outstanding
any debt of or claim against the Company which,
if the date on which the reduction of the share
premium account of the Company (“the Effective
Date”) were the commencement of the winding-
up of the Company, would be admissible to proof
in such winding-up and the person entitled to
the benefit thereof shall not have consented to
the said reduction of share premium account or
agreed otherwise, the Company shall credit to a
special reserve in the books of the Company (“the
Special Reserve”):

- any amount arising by reason of a release
of any provision taken into account in
establishing the accumulated losses of the
Company shown in the balance sheet of
the management accounts of the Company
for the nine months ended 30 September
2003; or

=TI e )

(c)

AEENE—A LB AR
A A R 2 WA
o8\ By s (B MR 2,372,172,824
It (RIAAFR#EE —_FE =
NWAZTHZAZFER) I
SN V) R A i A MR BT B AR 2
[F] — BB A MR 4 A 0 K 8
A H\l 2 B o U O
W ERFEIHD N ZFER W E
TH TH 8T 2 B R A K
o R R I Y —EE
WA= H Z B &S %k
e (T¥&BE]) 1B H A 4 T LUk
a0 /NI il = 3
oy A R R RD bl H A 4
R

T ARBEA N R RRE N 2
att > AN 24 A 35 BE A R G
TP ) e 7 i R IR % S —
118145 3l il A > e T
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32. RESERVES (continued)
(c) (continued)
(i) (continued)

- any amount received by the Company as
profit by way of distribution from a
corporation which was a subsidiary or an
associated company of the Company at
the Effective Date (a “subsidiary” or an
“associated company” respectively) which
is made by such subsidiary or associated
company out of profits available for
distribution prior to the Effective Date or
any dividend paid to the Company in
respect of any liquidation of a subsidiary
or an associated company commencing

prior to the Effective Date; and

(ii) the Special Reserve:

- shall not be treated as realised profits of
the Company; and

- shall, for so long as the Company shall
remain a limited company, be treated as
an undistributable reserve of the Company
for the purposes of the Companies
Ordinance (Chapter 32 of the Laws of the
Hong Kong Special Administrative Region
of the People’s Republic of China) or any
statutory modification or re-enactment

thereof.
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(ii)
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RESERVES (continued)

(c)

(continued)

Provided always that:

Y]

2

3

4)

the Special Reserve may be applied for the same
purposes as a share premium account may

lawfully be applied;

the amount standing to the credit of the Special
Reserve may be reduced by an amount equal to
any increase, after the Effective Date, in the share
premium account of the Company which results
from an issue of shares (other than for the
purposes of any redemption or purchase by the
Company of its own shares) for cash or other
consideration or by way of the capitalisation of
distributable profits or reserves, and the Company
shall be at liberty to transfer the amount so
reduced to the general reserves of the Company
and the same shall become available for

distribution;

the amount credited to the Special Reserve in
accordance with the foregoing provisions of this
undertaking shall not at any time exceed

$1,762,999,500 (“the Limit”);

the Limit may be reduced by the amount of any
increase, after the Effective Date, in the paid-up
share capital or share premium account of the
Company which results from an issue of shares
(other than for the purposes of any redemption
or purchase by the Company of its own shares)
for cash or other consideration or by way of the

capitalisation of distributable profits or reserves;
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32. RESERVES (continued)

(c) (continued)

()

(6)

the Limit may be reduced upon the liquidation,
disposal or other realisation, after the Effective
Date, of a subsidiary, an associated company or
any of the financial or fixed assets of the
Company by the amount of the provision made
in relation to such subsidiary, associated company
or financial or fixed assets as at 30 September
2003 less such amount (if any) as credited to the
Special Reserve as a result of such liquidation,

disposal or realisation; and

in the event that the amount standing to the credit
of the Special Reserve at any time exceeds the
Limit after any reduction of the Limit pursuant
to provisos (4) and/or (5) above, the Company
shall be at liberty to transfer the amount of any
such excess to the general reserves of the
Company and the same shall become available

for distribution.

As the reduction of the Company’s share premium

account became effective on 2 March 2004, no special

reserve was created as at 31 December 2003 in the

financial statements.

(6)
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ACQUISITION OF SUBSIDIARY

Upon the revision of the co-operative joint venture
agreement on 26 May 2003, the investment in FZGM has
been accounted for as a consolidated subsidiary in the

financial statements (note 16).

Net assets acquired:

Fixed assets

Debtors, other receivables, deposits
and prepayments

Cash and cash equivalents

Creditors, other payables and accrued expenses

Loans from ultimate holding company

Other loans

Net identifiable assets and liabilities
Share of net assets of jointly controlled entity
less amortisation of investment cost

Goodwill arising on consolidation

Total purchase consideration

Add: Cash of the subsidiary acquired

Net cash inflow in respect of the purchase of subsidiary

KRR L F

ANCEREZERL] A ANBEBRTS
((BEN-aT G RE(SH2 Pk g y=!
R B 55 i A AR T A WA 2 R

MR (B &E 1) o

Wi S T A5 N R

I8l A2

JFE WA B 8~ L Al R W O
e B MR AT R

Ba kB &5 HEY

JRE AR SR 3~ LAt A 3R IE
Je e

S EY PN &N

HC A B 3K

AR E N A U A
I A & 8 2> 7] B E TR
B3 A i
AR MRIE Y AR R

A S A
o< Vg B P A5 B B > R 2 B

W s R JRE 2 W 2 B e VR A

2003
—2E=F
$°000

T

585,107

2,501
6,826

(54,293)
(312,481)
(13,513)
214,147
(241,665)
27,518

6,826

6,826
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138

34.

DISPOSAL OF SUBSIDIARIES

On 28 March 2003, the Group disposed of the Timber segment

for $7,000,000, satisfied in cash.

TR HEMBE L F

NOEBEZAEZA T NNH o AEE

B R 2% BRI 7E 487,000,000

SifE DA B4 S o
2003
—EBE=F
$7000
T
Net liabilities disposed of: Sz AR
Fixed assets Il 5 G A 249,485
Other financial assets HoAth B 5 & B 3,297
Inventories T 55,966
Debtors, other receivables, deposits R WA > L At B ok R T
and prepayments ¥ 4 Je TEAS 3R 112,238
Cash and cash equivalents @ et X (2] 23,460
Bank loans AT A (347,738)
Creditors, other payables and accrued expenses AR A R R~ G A R A R
K & w2 (92,319)
Amount due to ultimate holding company JRE AT do ¢ 8 L W 3R I (9,190)
Minority interests D SR R ORE 4 (7,157)
Exchange reserve realised on disposal L IRE A2 B 2 B SO 445 (618)
Net identifiable assets and liabilities Al BERD A E AR TR (12,576)
Gain on sale of discontinued operation B AR AR ST U R 19,576
Total sale consideration received, satisfied by cash Bl s B AE A (DL & ) 7,000
Less: Cash of the subsidiaries disposed of BB EME AT 2B E (23,460)
Net cash outflow in respect of the disposal R b TSR 2
of the Timber Segment B4 A (16,460)



35.

MATERIAL RELATED PARTY TRANSACTIONS

There were the following material transactions with related

parties during the year:

(a)

(b)

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

The Group entered into the following related party (a)

transactions with its ultimate holding company, China

Everbright Holdings Company Limited (“CEH”):

— Interest expense —MEZH

— Write back of interest expense — R R R S

— Guarantees given by CEH to banks  — J& K 4 Bl g 45 T 4 A A
in respect of banking facilities W& A 7l 2 RAT RVE
extended to a subsidiary 1M % T 4R 17 2 5 1R
of the Company

On 21 March 2003, the Company entered into an (b)

agreement with CE Technology whereby the Company

agreed to sell and CE Technology agreed to purchase

the entire 100% interests in the share capital of each of

Bright Merit Investments Limited and Tung On Assets

Limited, which in aggregate held an attributable interest

of approximately 77.12% interest in SETI, for a cash

consideration of $7,000,000.

STE HBEALTZERXRE

R BBIEN L2 'R WT

A S ] S R A P BN R R
B OGRS AT R A R (TR
M) AUT 2B A L2

2003 2002
—EE=F —EEC_HF
$7000 $7000

For T

19,482 40,188
9,379 -

- 306,747

R_FEFZAFE=ZH+—H>
NN IS N E AT T
B A R W G
K B[R] 2 W% A Bright Merit
Investments Limited & Tung
On Assets Limited (W & 4 3
FiA KRB #77.12% 5 &
MR mERADZ 2K
100% 1 i > Bl & X H 5
7,000,0007C °
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35. MATERIAL RELATED PARTY TRANSACTIONS

(continued)

(c) On Land Limited, a subsidiary of the Company, entered
into the following related party transactions with CEH

and its subsidiaries:

L EHBEEALTZERRS (4)

(c)

Rental income for the provision of RN EWEZ

office premises 48 e A

(d) In 1998, FZGM (then a jointly controlled entity) entered
into an agreement with a minority shareholder of a
subsidiary of the Group for the construction of a bridge
in Fuzhou, the PRC. The total construction cost
amounted to $401,563,000. At 31 December 2003,
construction cost payable to the minority shareholder
amounted to $51,563,000 (2002: $26,717,000) and it
has been fully settled subsequent to the year end date.
In the opinion of the directors of the Company, the
transaction was carried out on normal commercial terms

and in the ordinary course of business.

(d)

AR E) — [ BT 2 R A
PR 2 A B O R 42 T B LB B
AN RS 2 BN AL S
T

2003 2002
—g®=F —®BT=F
$7000 $7000

T T

801 973

A= JLIUNEE LB AR (F
W 2 A 08 ) BLAR 4 [ B e
N T 2 SO R R R R
o A N T 2 — R AG B RT S
—Hh e MEERAR
401,563,0007C ° it —F & = 4F
+oHA=+—H EMTED
Lig i A A N
51,563,0007G ( & & — 4
26,717,00000) > 3f B2 A &5 H
BRY A -AANAEFR
B> 385 Th it B W R AR
T — i v AR FOETT
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35. MATERIAL RELATED PARTY TRANSACTIONS =+1i HEBEBAITZEARXS (4#)

(continued)
(e) Included in the balance sheets are the following balances (e) G A E BN S R
with related parties: NS
The Group The Company
rE QT
2003 2002 2003 2002
—28-F CZEE-HF C"E2B=HF CZEECF
$7000 $7000 $7000 $7000
TC T T T
Amounts due from associates JRE s 6 s 7
A 486,914 486,909 486,937 486,909
Amount due from jointly JE i 458 A )
controlled entity HOH - 361,381 - -
Loans from ultimate holding I RS A
company B (487,664) (645,997) (487,664) (487,664)
Loan from associate - /NTN & - (18,988) - (18,988)
Amount due to ultimate holding &4 & & #2487
company FIH (37,835) (77,365) (37,151) (33,167)
Amount due to minority JRE AT 70 B M R 3R
shareholder (included in other (B FFAH AL
payables (note 35(d))) JE AT 3K IE (M
it =+ 1#(d)) (51,563) - - -
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36.

COMMITMENTS SR R
(a) Capital commitments outstanding at 31 December 2003 (a) N EE=ZFE+ T HAH=+—
not provided for in the financial statements were as H - 37 0 AE BA %55 R 3= b 4 2
follows: BAREMT
The Group The Company
rEE AAFE
2003 2002 2003 2002
—EE=§ BB CZEE=H CZEBEC-F
$000 $7000 $000 $000
T o Fir Fir Fir
Contracted for ] 571 801,763 65,945 -
Authorised but not contracted for B % HE{H K 7 47 70,313 - - -
70,884 801,763 65,945 -

(b)

At 31 December 2002, the Group’s commitments
represented the funding requirements of FZGM based
on the original joint venture agreement. Upon the
revision of the co-operative joint venture agreement on

26 May 2003, such commitments ceased to exist.

At 31 December 2003, the total future payments under
contractual agreements to sub-contract certain of the

Group’s PRC operations are payable as follows:

Within 1 year —4ER

(b)

Ho A S B 2 R IS I 1 RS
Bk HOCH MG 2 e ®
Kot “FF =AML N
ERCHIRER (BN -0 T i SN i
TRAE AN P AT AE -

R S = = S

BOEESET S
FL A S5 £ 2 40 T AL
R A TR 2 A 4
T o B B T A
BOR 2R 0T

The Group
rEH
2003 2002
—EE=F —EECF
$7000 $000
T T

- 943




36.

37.

38.

COMMITMENTS (continued)

Notes on the Financial Statements B %% 3R 3% Fff 5%

For the year ended 31 December 2003 (Expressed in Hong Kong dollars)
HEZFZTZAFEFZH=1F—HIEFE (L# )

(c) At 31 December 2003, the total future minimum lease

payments under non-cancellable operating leases are

payable as follows:

Within 1 year
After 1 year but within 5 years

CONTINGENT LIABILITIES

At 31 December 2003, there were contingent liabilities in respect

of guarantees given to banks by the Company for end user

financing guarantees and undertakings executed by an associate

to banks amounting to $245,000 (2002: $4,396,000).

PLEDGE OF ASSETS

1R
N
—FRHEELFER

=1t

=N

At 31 December 2003, the Group pledged cash, unlisted

investments and fixed assets with an aggregate net book value
of approximately $288,816,000 (2002: $332,708,000) to secure

general banking facilities granted to the Group.

AYE (4

() MEFFZAFEFZH =4
ERRNUE CGES ik oRa b

RAH B EM LT
The Group
&
2003 2002
—¥¥=F —EBC-F
$000 $°000
T i
- 377
- 126
- 503
REAEE

N EBEZES A H AR
A B — R A A e SR AT R T e K
F P Rl ¥% R B QR 35 2 1) A B 4R
GRS VS P -
245,0007C ( —~FF Z4F: 4,396,000
Jt) °

CEEHER

M-EFEZF+_A=+—H - &%
¥ i R THT V5% % %F 4 288,816,000 70
(ZEFE T4 :332,708,00000) 2 Bl
G IF BT IROE K AR A AR
Bz — g R AT Rl E 2 A
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39.

40.

41.

POST BALANCE SHEET EVENT

On 2 March 2004, the Company’s proposal for the reduction of
share premium account was confirmed by an order made by the
Court and became effective upon registration of the said order
by the Registrar of Companies in Hong Kong on the same date.
Details of the reduction of share premium account are set out

in note 32(c).

COMPARATIVE FIGURES

Certain comparative figures have been adjusted as a result of
change in accounting policy for deferred taxation, details of

which are set out in note 11.

ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company at 31

December 2003 to be China Everbright Holdings Company

Limited, which is incorporated in Hong Kong.
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